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THE MERCHANT AND HIS LAW 


Business law seems to have won a place in our new colleges of 
commerce—but what is business law? One may with equal pro- 
priety ask what are commercial organization and administration, 
business psychology, business economics, commercial French, 
German, Spanish, and even business English among the courses 
offered in colleges of commerce. Upon finding ethics in one of their 
announcements I have wondered why its presence was not excused 
by calling it business ethics. Of course, the business man is not 
entitled to a peculiar code of ethics. Neither is he any longer given 
a special code of laws in this country. Still it seems to be a mooted 
question whether ordinary law is adequate for business needs. 
Analogies drawn from the other ‘‘ business” or ‘commercial’ sub- 
jects may not be without point, even if they do no more than to 
direct our attention to horrible examples. Business German has 
been described as everyday German; the latest treatises describe 
business law in about the same way. Business psychology has 
been described as “buncombe,” and business English as ‘‘an 
inferior course in English.” One is reminded of the popular courses 
in medicine arranged in some schools for dentists, nurses, veteri- 
narians, and pharmacists, the chief object of which seems to be 
not to make the student a physician. Not to multiply instances, 
let me quote the suggestive words of an enthusiastic Spanish teacher 
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who was asked to conduct a course in a college of commerce. 
“Commercial Spanish!” said he, ‘‘there is no such thing!” 

The wide range of meaning that we shall find associated with 
the terms “‘commercial law,” ‘‘ business Jaw,” and ‘‘the law mer- 
chant” reminds us that every age is entitled to its own classifica- 
tion of law. Though we keep the nomenclatures of the past, like 
the Attic robber with the iron bed we cut and stretch the concepts 
to meet our own conditions. The “natural law” that is being 
revived by one school of philosophers today has little in common 
with the “law of nature” of the Renaissance: then, “‘Nature”’ 
in jurisprudence as well as in art suggested classical standards; 
today it means the result of contemporary scientific observation. 
“Divine law”’ as a branch of law meant one thing before the 
Reformation, and another thing thereafter; nobody knows what it 
does mean today in England, since it has been judicially defined as 
Parliament’s pronouncement for England and something else for 
the rest of the world.’ In this country the laws of God will be 
remembered by readers of Knickerbocker’s History as those by 
which the early settlers of New England agreed to be guided until 
they could make better laws for themselves. Is it surprising, then, 
that lex mercatoria has many historical meanings? At first, when 
the common law itself was little more than a series of technical 
rules of evidence and procedure, it is probable that this term indi- 
cated merely a different set of similar rules, enforced in special 
courts, established to insure speedy justice for the foreign mer- 
chant.2 The expediency of providing a quick, simple procedure for 
such persons was recognized by Bracton in the middle of the thir- 
teenth century. This, rather than the adoption of an imaginary 
code, is the purpose of the Carta Mercatoria (1303) of Edward I in 
promising certain foreign merchants speedy justice, secundum legem 


t Brook v. Brook, 9 H.L. Cases 193 (1861); cf. the Deceased Wife’s Sister Marriage 
act of 1907 and Thompson v. Dibdin (1912), A.C. 533. 

2 Pollock and Maitland, History, I, 450. 

3 For a collection of the best discussions of the history of commercial law see 
Vol. III of the Association of American Law Schools’ Select Essays in Anglo-American 
Legal History (Boston, 1909). In referring to these essays the abbreviation Sel. Es. 
will be used instead of the original place of publication. For Bracton’s view see 
De Legibus Angliae, lib. v, fol. 334a, and 444. 
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mercatoriam. Of course, here, as in other departments, substantive 
law was soon precipitated in the meshes of adjective law. The 
process took place in all the countries of Europe simultaneously. 
In 1600, Sir John Davies, poet and lawyer, accordingly finds in the 
lex mercatoria a branch of the law of nations." His contemporary, 
Gerard Malynes, a leading merchant, sees in it a natural system 
of justice, superior in every respect to local laws (1622). About 
this time the common-law courts succeed in crushing the mercantile 
courts, and the law merchant becomes nothing but a set of special 
customs, a troublesome set to Lord Holt (1689-1710). To Black- 
stone (1765) the law merchant was a branch of the law of England 
which decided the causes of merchants by the general rules which 
obtained in all commercial countries.2_ Lord Mansfield (1756-88), 
beginning at this point, ends by making it an integral part of the 
law of England. In America, the term has frequently been limited 
to the law of negotiable instruments, the field in which Mansfield’s 
work was most successful, or loosely extended so as to include 
various branches of law of interest to the business man, for example, 
sales, bills and notes, shipping, insurance, and business associationse 
It is hardly surprising in a classification based solely on the law as 
it is today to find the law merchant given no more definite signifi- 
cance than the law of tailors would be given;? nor is it difficult to 
try and convict such heresy before the. bewigged authorities of the 
past. If the writings of today are ever subjected to higher criticism 
in the future, what ages will be found gaping between parts of the 
following popular definition of commercial law: 


the body of law which relates to commerce, such as the law of shipping, bills 
of exchange, insurance, brokerage, etc. The body of rules constituting this 
law is, to a great extent, the same throughout the commercial world, the rules, 
treatises, and decisions of one country, with due allowance for local differences 
of commercial usage, being in general applicable to the questions arising in 
any other.‘ 


There are vestiges here of many centuries. 


* Zouch, Jurisdiction of the Admiralty (1686), p. 89. 

* Blackstone, Commentaries, I, 273; IV, 67. 

3 Ewart on Estoppel quoted and criticized in Burdick’s essay in 3 Sel. Es., 34. 

4 Century Dictionary; cf. also brief article in Enc. Brit., 11th ed., to the same effect. 
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Most of the efforts to train the merchant in Anglo-American 
commercial law, like the popular concept of what commercial law 
is, have lacked perspective. Running over about half a hundred 
books on the subject prepared for laymen, and such references to 
as many others, long forgotten, as are imbedded in the usual reposi- 
tories for such information, one is struck with two facts: first, the 
almost ludicrous family resemblance of the authors, and second, 
the family antagonisms that seem to exist among them. It is 
amusing to see how consistently these writers ignore each other, 
each pretending to begin the work of compiling the law for business 
men as if it were a brand new idea. To bring the long-estranged 
members of this family together in a reunion, so to speak, with old 
Grandfather Malynes at the head, is the charitable object of this 
paper. A more selfish object is to exploit them and learn what we 
can of the scope and methods that they have developed in the legal 
education of the merchant from the days of apprenticeship to those 
of the college of commerce. 

When England under Elizabeth was emerging from its rural 
state and entering upon its career as the greatest of commercial 
countries; when its citizens, emboldened by success on the sea, 
were taking over the functions of the mediaeval business men of 
Continental Europe, especially of Italy, and learning their habits 
and customs, Gerard Malynes was closely observing “ traffick” at 
home and abroad. After fifty years of experience, in the course of 
which he was frequently consulted on mercantile affairs by the 
Privy Council, he wrote a book for the education of the merchant, 
Consuetudo vel Lex Mercatoria (1622). In this great work he bears 
testimony (at p. 308) that a merchant suitor in a merchant court 
was ‘‘in loco proprio, as the Fish in the water, where he under- 
standeth himself by the custome of merchants.” The merchant’s 
knowledge could not have been gleaned from books, for this wide- 
awake author who seems to know something about the law books 
of the day assures us that “the customary law of Merchants hath 
never been written by any Civilian or Philosopher, nor for sv, xt I 
know, of any author, as is convenient for Merchants.” He is some- 
what sarcastic about the lawyers’ books on the subject, with their 
apices juris, “by the reading whereof merchants are like rather to 
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metamorphose their profession and become lawyers than truly to 
partaine to the particular knowledge of the said customes or law 
merchant.” Consequently it seems that the young merchant of 
Elizabethan England learned his law or custom as part of his trade, 
just as any apprentice learned his craft or mistery. Did Shake- 
speare have such apprentices in mind when he made Launcelot 
Gobbo quibble with his ‘‘aforesaids”’ and repetitions and his call- 
ings on his father to specify ? 

What little we know of the law merchant as administered in 
pre-Elizabethan England bears out the suggestion that it was lay-_/ 
man’s law. Whenever the common-law judges needed information 
about it they had to turn to the merchants.’ It was practiced in 
special courts presided over by laymen, especially the admiral’s 
court, the staple courts, and the courts of the fairs. As admiralty 
and the staple had to do with foreign commerce, which was chiefly 
in the hands of foreign merchants living under some form of Roman 
law, we are particularly interested in the last of these, the so-called 
courts of piepowder, where the native law merchant was developed. 
The name probably signifies “peddlers’ courts.” They were the 
lowest and at the same time the most expeditious courts known to 
the law of England.? Though they go back beyond the period of 
legal memory and continue in England to the seventeenth century 
and in America to the Revolution, we know very little of their 
actual doings from hour to hour and from day to day. Their 
decisions were not recorded. Professor Maitland has lifted the 
curtain long enough for us to obtain a glimpse of the stage and 
catch a few lines from the actors. Here are assembled merchants 
from Stamford, Nottingham, Leicester, Huntingdon, Godmanches- 
ter, Bury St. Edmunds, Wiggenhall, and Ypres, all come to the 
Fair of St. Ives in the year 1275. Here is the troublesome Richard, 
Butcher of Boston, who does not hesitate to carry off a ham from 
Henry, Chapman, or a fleece of wool from Simon, Chapman, without 


* 2 Selden Society Publications, 132; Pollock and Maitland, History, I, 450. 
? Blackstone, Commentaries, III, 32. 


32 Selden Society Publications, 130-160: The Fair of St. Ives, 1275 and 1291, 
selections from a roll in the Public Record Office (Augmentation Office, Court Rolls, 
Portf. 16, No. 16). For other sources see Gross in Quar. Jour. Econ., infra. 





534 JOURNAL OF POLITICAL ECONOMY 


paying. Here is Thomas de Toraux who permits his servant to 
sell canvas by a false ell. Here are townfolk and country folk and 
all kinds of disreputable fair followers; they keep Elias the Hun- 
dredor busy. Their law is as simple as their lives. The God’s- 
penny binds the bargain; the tally is evidence of a debt; he who 
cries “halves” when a butcher’s bargain is made can claim his half 
after the manner of children playing a game; the drink seals a 
contract; merchants of one community are responsible for each 
other. Even the crimes are simple. Here we catch the original 
gold-brick bunco-steerer. ‘Indeed, sir, there are cozeners abroad.” 
“Reginald Pickard of Stamford came and confessed through the 
middle of his mouth that he sold to Peter Redhood of Lonn’ [can 
this mean ‘of London’ ?] a ring of brass for 5$d., saying that the 
said ring was of purest gold, and that he and a one-eyed man found 
it on the last Sunday in the Church of St. Ives near the cross.” 
Poor Peter Redhood! I find him before the court of this fair once 
more, this time inveigled into becoming the pledge of one who 
courted trouble by assaulting the litigious Thomas of Wells ‘“‘ with 
the vilest words calling him thief ‘and other enormous things.’” 
It is somewhat surprising, in view of the efforts of the thirteenth 
century to exclude attorneys from manorial courts, to find them 
here: Richard of Toseland, Walter Bacon, Richard the Cellarer’s 
pleader, Simon Blake, attorney and chapman (who, by the way, is 
no other than the servant who measured with the false ell and tried 
to cover his guilt by breaking the stick and hiding the pieces), and 
last but not least, the shyster, William Bolton, whose complaint 
seems to be that someone has prevented him from getting money 
from both sides of a case. Though the merchants themselves are 
the ultimate judges,’ and the rules are simple, these attorneys are 
encouraged it seems by the technicality of this early law—primitive 
law is always likely to be technical. Thus the court decides that 
one man “did not defend the words of court which ought to be 
defended.”’ Another, accused of taking ginger, zedoary, and other 
retail spices from his master’s booth, defends de verbo ad verbum, 
‘‘and he is at his law.” , Here the curtain drops. We can only 
imagine that the scene goes on at St. Ives, as we know it does at 


t Ibid., p. 130 and pl. 147. 
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Stourbridge Fair, at Winchester Fair, and at many other fairs, more 
fairs, in fact, than England finds herself able to support when 
improved roads give the people access to other kinds of markets. 
Bartholomew Fair, one of the oldest, and one of the longest to 
endure, evidently had its court of piepowder, presided over by some 
Justice Overdo in Ben Jonson’s day. Shakespeare’s rogue, Autoly- 
cus, “haunts wakes, fairs, and bear-batings.”” But while Shake- 
speare and Jonson are contemplating the humorous and poetic 
sides of the fair as a relic of the past, a new day is dawning for the 
merchant and his law. Coke, a man without humor and without 
poetry, follows on their heels. 

In 1606 Sir Edward Coke was made chief justice of the Court of 
Common Pleas, and immediately began his attack on all special 
courts in which rules of law differing from the common law were 
administered. He almost annihilated the admiralty jurisdiction,” 
but this survived after a struggle,? so weakened, that it did not 
come into its own again for nearly two centuries.* He would have 
handled the Chancellor’s court of equity as roughly as he handled 
the Chancellor, Sir Francis Bacon. But in 1616, when his arch- 
enemy was attorney-general, the law officers of James I declared 


chancery a court of ordinary justice for matters of equity and not 
within the scope of the Statute of Praemunire. Other courts not 
so strongly intrenched were bound to yield. The staple courts 
expired in the seventeenth century.’ The prestige of the court of 
piepowder dwindles for another hundred years until it is little more 
than a name of doubtful origin. Its authority had been strictly 
limited by a decision of 1600,? and the next year witnesses the 


* t Sel. Es. 314; 3 ibid. 9; cf. Thomlinson’s Case, 12 Rep. 104 (1604); 2 Brownlow 
16, 17 (1610). 

2 Winch 8 (1622). 

3 Pepys’ Diary for March 17, 1662-63; Sparks v. Martins, 1 Ventr. 1 (1668). The 
jurisdiction of the High Court of Admiralty became important under Lord Stowell 
(1798-1828). 

4 Came v. Moye, 2 Sid. 121 (1658). Proceedings in Insurance Court held no bar 
to an action in a court of law. 

5 Burdick in 3 Sel. Es., 43, citing Prynne: Animadversions, 175. 

6 Charles Gross, “The Court of Piepowder,” Quar. Jour. Econ., XX, 231. 

7 Howel v. Johns, Cro. Eliz. 773 (1600). 
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first recorded decision on the law merchant in the common-law 
courts." 

Before the judges of the common law the merchants were com- 
pelled to set out and prove their customs in each case as matters 
of fact not recognized as part of the law of the land nor dignified by 
judicial notice.? In these courts the merchants must have felt 
decidedly like fishes out of water. They had been accustomed to 
speedy justice. Coke, however faulty his etymology may be, pictures 
the court of piepowder as dispensing justice as quickly as dust falls 
from the foot.’ In the ordinary courts of common law ‘“‘the law’s 
delay” had already won its place among the recognized ills of this 
life. We have all heard how Hale laughed at the merchants’ pre- 
sumptions, and how Holt, opposing their innovations fotis viribus, 
denounced the men of Lombard Street who from “obstinacy and 
opinionativeness”’ attempted to give laws to Westminster Hall.‘ 
What the merchants had to say about common law is equally inter- 
esting though not so generally known. Malynes, for example, is 
as good or as bad an etymologist as Coke: “‘In chancery every man 
is able by the light of nature to foresee the end of his cause, and to 
give himself a reason therefor, and is therefore termed a cause; 
whereas at the common law, the Clyent’s matter is termed a case, 
according to the word casus, which is accidental; for the party doth 
hardly know a reason why it is by law adjudged with or against 
him.”® John Marius, a “Publike Notary,” whose Advice concern- 
ing Bils of Exchange (1651 and 1655) was “intended to be useful 
as well to the merchantman as to the notary and others,” informs 
us quaintly that “the right-dealing merchant doth not care how 
little he hath to do in the common law or things of that nature.” 

The “obstinacy” of the merchants was effective, not only in 
winning Parliament to their side, but also in maintaining the posi- 
tion of the merchants as the final authorities on the law merchant 


* Martin v. Boure, Cro. Jac. 6 (1602). 

2 Oaste v. Taylor, Cro. Jac. 306 (1612); Woodward v. Rowe, 2 Keb. 105 (1669). 

3 Coke, Inst., iv, 272. 4 Hamlet (1602), Act ITI, sc. i. 

5 Clerke v. Martin, 2 Ld. Raym. 757 (1703); Buller v. Crips, 6 Mod. 29 (1704). 

6 Malynes, Lex Merc., Part III, chap. xvii. This preference for chancery is the 
more remarkable because it comes the year after Bacon’s fall. 
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until Lord Mansfield’s day. How did the merchants learn this 
law? Malynes, who had learned in the school of experience, ad- 
vised merchants who would be wise in their profession, truly to 
peruse and ponder the contents of the book which he had compiled 
in his love to merchants. This work went through five editions in 
about half a century. Marius in the following generation, however, 
in “hanging a bush”’ for the wine in his book, still appeals to expe- 
rience as his teacher and authority: “It is the crop of four and 
twenty yeares experience in my employment in the art of a Notary 
publike.’’* A half-dozen other works on sea laws, bookkeeping, and 
other matters of interest to the merchants of those days were pub- 
lished in company with Malynes’ and Marius’ works. They repre- 
sent one way, but not the chief way, in which the English merchant 
of the 1600’s got his learning. Hear Richard Dafforne of North- 
ampton, accountant and teacher of accounts. In his Merchant’s 
Mirrour, or Directions for the Perfect Ordering and Keeping of His 
Accounts, framed after the (so-termed) Italian manner (3d ed., 
1660), he rather seems to boast of having got his learning in Amster- 
dam, and yet complains that English merchants send their sons to 
the Continent to learn the art of merchandising. “James Peele 
and others that have written in English upon this subject are 
known,” he laments, ‘‘by name only and not by imitation 

How, then, shall our youth attain unto this art but by frequenting 
abroad amongst other nations?” And then in a confidential tone, 
like Silas Wegg, he drops into poetry: 

They being then at Rome, 
Will do as there is done. 


This was a period of turmoil and confusion in political life, of 
quarrelsome pamphlets in literature, perhaps of little achievement 
in education, but withal of constant expansion in English commerce. 
It was only a question of time until the common lawyers would 
turn their greedy eyes to the heretofore neglected prizes of com- 
mercial litigation. Unintentionally Malynes and his followers 
helped them, and their books did a “‘great deal to prepare the way 
for the change which took place in the next period under the auspices 


? Preface, p. 2. 
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of Lord Mansfield.”* This change meant not only the absorption 
of the law merchant in the common law, but also the ultimate sur- 
render by the merchants of their standing as the final authorities 
on this law. Lord Mansfield, chief justice of the Court of King’s 
Bench (1756-88), has justly been called the “Father of Modern 
Mercantile Law.” We are told that “he reared a body of special 
jurors at Guildhall, who were generally returned on all commercial 
cases to be tried there. He was on terms of the most familiar inter- 
course with them, not only conversing freely with them in court, 
but inviting them to dine with him. From them he learned the 
usages of trade and in return he took great pains in explaining to 
them the principles of jurisprudence by which they were to be 
guided.” 

In the meantime the position of business in the law of the land 
and therefore the education of the business man in law had taken 
anew turn. Toward the close of the seventeenth century, in spite 
of Chief Justice Holt’s resistance, the law merchant had become 
practically a part of every man’s law.3 One could no longer plead 
as he could have in Malynes’ day that a party to a transaction was 
a gentleman and not a trader. The force of circumstamces that so 
unceremoniously huddled gentlemen and traders into one class 
during this iconoclastic century is illustrated in the apology of the 
author of The Mappe of Commerce (1638) when he explains that he 
was compelled to become a merchant through “adverse fortuna or 
cross fate.”’* The very act of drawing a bill of exchange now made 
one a trader for that purpose.’ The result was twofold: in the 
first place, it became necessary for all persons to know something 
of the law merchant, from which no one was exempt; and again, 
it became necessary for merchants, deprived of their own familiar 

t Jenks, History of English Law, p. 75. 

2 Campbell, Lives of the Lord Chief Justices, II, 407, note. 

3 Mogadara v. Holt, Shower 318 (1690); Bromwich v. Lloyd, 2 Lut. 1582, 1585 
(1699); Statute 3 and 4 Anne, c. 9 (1704). 

4 Lewis Roberts (1596-1640) joined the East India Company in 1617. He wrote 
The Merchants Mappe of Commerce Wherein the Universal Manner and Matter of Trade 
Is Compendiously Handled (London, 1638). This work is praised by Marius in his 
preface where (through a misprint) it is called The Maso of Commerce. 

5 Witherley v. Sarsfield, 1 Shower 127; Sarsfield v. Witherby, Carthew 82 (ca. 1686). 
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courts, to learn the common law of the king’s courts. It was 
already generally recognized that the “laws of England do bind all 
men to knowledge” and that ‘“‘no man may be ignorant of them.” 
The layman’s popular law books cease to be expositions of the lex 
mercatoria and take on the tone of Every Man His Own Lawyer. 
In the transition stands Giles Jacob (1686-1744), poetaster, play- 
wright, biographer, law reporter, and most diligent of compilers, 
celebrated in Pope’s Dunciad (III, 149-50): 


Jacob, the Scourge of Grammar, mark with awe, 
Nor less revere him, Blunderbus of Law. 


In 1718 he published a Lex Mercatoria; then he attempted to com- 
monplace the common law (1726), and finally appeared anony- 
mously his Every Man His Own Lawyer. Then follow dozens of 
books by other writers entitled ‘“‘Every Man His Own Lawyer,” 
or “Counsellor,” or “Proctor,” or even “Attorney” (whatever that 
may mean). Every man is also supplied by the publishers with 
legal “ Assistants,” and ‘‘ Friends” and ‘‘Vademecums.” Not con- 
tent with general terms, the book-makers resort to specialization: 
we find not only Every MAN his own lawyer, but also Every Bank- 
rupt, Every Country-Gentleman, Every Landlord and Tenant, and 
Every Debtor, whether Englishman, American, or Irishman—each \ 
admitted to the bar for his own purposes, according to the ideal, 
or hope, or promise held out to us by the compilers of the popular 
law literature of the eighteenth century.’ I have never heard that 


* Malynes, Lex Merc., Part III, chap. xvii, cf. 1 Coke, Jnst., 177; Manser’s Case, 
2 Rep. 36 (1583). In 1 Hale, P.C., 48 (written before 1676, published 1736), we read: 
‘Every person of the age of discretion and compos mentis is bound to know the law 
and presumed to do so.” 

2 The following is a representative list: 1714, William Cecil’s Every Bankrupt His 
Own Lawyer; 1717, Jacob’s Country Gentleman’s Vademecum; 1720, Gentleman’s 
Assistant, Tradesman’s Lawyer and Countryman’s Friend; 1750, Wyndham Beawes’ 
Lex Mercatoria Rediviva; 1755, Everyman His Own Lawyer (for Ireland); 1768, Hugh 
Gaine’s Everyman His Own Lawyer, or a Summary of the Laws of England (New York); 
1771, The Merchant's Lawyer; 1774, The Farmer’s Lawyer, or Every Country Gentleman 
His Own Counsellor; 1775, Every Landlord and Tenant His Own Lawyer (a second 
edition); 1777, Hamilton’s Introduction to Merchandise, [with] Laws; 1786, Every Man 
His Own Proctor; 1794, Howard’s Every Tradesman His Own Lawyer; 1795, Marriot’s 
Country Gentleman’s Lawyer and Farmer’s Complete Library; 1800, Neale’s The 
Prisoner’s Guide, Every Debtor His Own Lawyer. See also infra, n. 3, p. 547. 
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lawyers have suffered as a result of the multiplication of these 
books. On the contrary, we have evidence of the mischief in them 
from the very beginning. I have before me the case of Lansdowne 
v. Lansdowne, decided by Lord Chancellor King on June 15, 1730. 
In this case one Hughes finds himself in trouble and in court for 
having misguided one of the parties. ‘Hughes, in his answer, 
admitted that he had given his opinion that William was the heir 
at law of Thomas, ‘being,’ as he said, ‘misled herein by a book 
which this defendant then had with him, called The Clerk’s Remem- 
brancer.’”’ It is amusing to think that this is reported in Jacob and 
Walker’s Reports (Vol. II, p. 205) and that our old acquaintance 
is therefore recording a joke on himself. Jacob compiled The 
Clerk’s Remembrancer! 

The century of the popularization of legal lore witnessed the 
enactment of a statute providing that Latin give way to English in 
court proceedings and that “the unintelligible court-hand be abol- 
ished.”* It also witnessed the introduction of English law into the 
universities. France had begun to teach French law in French in 
1679. Germany had followed this example for its own law in 1709. 
In 1758 Blackstone began his course of lectures at Oxford. His 
Commentaries, published as a result, in 1765-69, represent the cul- 
mination of the movement to popularize the law. According to 
his bitterest opponent, Bentham, it was he who “first taught juris- 
prudence to speak the language of the scholar and the gentleman.” 
His immediate success is attested by the fact that in the American 
colonies alone no less than twenty-five hundred copies of the Com- 
mentaries were absorbed prior to the American Revolution.? The 
words of Edmund Burke in his famous oration on the American 
colonies will be recalled: 

In no country perhaps in the world is the law so general a study. The 
profession itself is numerous and powerful; and in most provinces it takes the 

But all who read—and most do read—endeavor to obtain some 
smattering of that science. I have been told by an eminent bookseller, that 
in no branch of his business, after tracts of popular devotion, were so many 
books as those on the law exported to the plantations. The colonists have now 

* St. 4 Geo. II. c. 26 (173%). 

? Thayer, in Legal Essays (Boston, 1908), p. 366, quoting Hammond’s Blackstone, 
IX. See also Maitland in 1 Sel. Es. 204. 
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fallen into the way of printing them for their own use. I hear that they have 
sold nearly as many of Blackstone’s “Commentaries” in America as in England. 
General Gage . . . . states that all the people in his government are lawyers 
or smatterers in law. 

We must, of course, make full allowance for the exaggerations 
of General Gage and for those abnormal conditions in America on 
the eve of the Revolution, that made English law a useful and 
therefore a popular weapon in the hands of the colonists. As Pro- 
fessor Reinsch has shown, after a period of indifference or rather of 
opposition to the common law, “the struggles with the mother 
country caused a wide spread of legal knowledge and the common 
law came to be revered as a muniment of personal liberties. Biack- 
stone was outdone by American lawyers in extravagant panegyr- 
ics.”* The generation that followed the Revolution was hardly so 
friendly to law and lawyers. Still there must be some further 
explanation of the changes in the following period that resulted in 
comparative ignorance on the part of the layman of the law under 
which he was living and working. At least three factors contributed 
to this result. In the first place, the rapid development of industry 
in the American commonwealths after the Revolution soon made 
the life and law of the people more complex than they had been 
when Blackstone wrote. It must be remembered that Mansfield’s 
work was scarcely begun when the lectures were delivered at Oxford, 
and not half finished when the United States became independent. 
There was a tendency not to follow English post-revolutionary 
decisions; at least two of the new states, Pennsylvania and Ken- 
tucky,? went so far as to enact statutes of non-citation. Jefferson 
advocated a similar law for the United States. Even the pre- 
revolutionary English law was considered the law of the new states 
only so far as “applicable to their condition.”* In short, the law 
of the day was growing complicated, and constantly becoming less 
available to the lay reader. A second factor contributing to the 

? Reinsch, in 1 Sel. Es., 367. 

2See Turnpike Co. v. Rutter, 4 Serg. and R. 6 (1818); Morehead and Brown, 
Statutes, 613 (1807); Hickman v. Boffman, Hardin’s Rep. 348, 356, 364; Gallatin v. 
Bradford, ibid., 365, note (1808). 

3In a letter to Cutting, dated Paris, October 2, 1788. 

4 Van Ness v. Pacard, 2 Peters 144 (1829). 
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layman’s ignorance of law was the development of specialization 
in modern life, which required of no man a technical knowledge of 
subjects beyond his own sphere. Finally, we must remember that 
hundreds of departments of reading and recreation were gradually 
being thrown open to the educated man to dispute with law that 
portion of his attention which it had formerly shared only with 
Holy Scriptures and a few literary classics. Adam Smith (1776), 
Malthus (1798), and Ricardo (1817), for example, opened a door 
far more inviting to the business man than either the law that was 
growing unintelligible or Bentham’s attacks on it which were grow- 
ing more unintelligible. Whatever the reasons, this much is clear: 
the early nineteenth century did not witness the development of 
lay education in business law, either as a distinct branch so well 
known to merchants in the seventeenth century, or as a popular 
restatement of the entire subject-matter of the law so familiar in 
the eighteenth century. 

%- The nineteenth century is, however, extremely important in the 
history of business law. Though not generally discussed as a 
separate period in the books, it represents the internal victory of 
an apparently subdued lex mercatoria. Conquered Athens with her 
charms enslaves her Roman captors. One after another of the old 
legal relations, whether originally feudal, domestic, religious, or 
purely formal, is commercialized. Take for example the relation 
of landlord and tenant; the very words stand as a monument to 
its feudal origin. From a relation that once determined a man’s 
social and political standing, a relation that assigned to him a court 
within which to seek protection for his rights, a relation that 
shaped his obligations of patriotism and loyalty, it has degenerated 
or developed into a purely contractual relation, differing from the 
most ordinary commercial relations only in one or two anomalous 
particulars." Or let us take what seems more clearly a business 
relation—that of principal and agent. In its origin this relation 
is indistinguishable from that of master and servant, still classed 
in the law books as a domestic relation.2 The business man will 
ask, “Why a domestic relation?” Is it because the lawyers 

* Thus, a tenant may not question his landlord’s title. 
* Holmes, in 3 Sel. Es., 368. 
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merely choose to ignore (or are they ignorant of) the tremendous 
changes known as the Industrial Revolution that have substituted 
for the master and servant of the domestic system of production 
the employer and employee of the factory system? Even the fun- 
damental contractual relation has not escaped a long process of 
commercialization the completion of which was witnessed by the 
nineteenth century. We are prone to forget that our conceptions 
of a contract come to us from many distinct sources, that seem to 
us radically different from contracts—torts, grants, formal obliga- 
tions. The bringing of all these under the modern business 
concept of the “valuable consideration” is a very modern gener- 
alization indeed.‘ If we go back far enough, in order to make the 
contrast clear, we shall probably find grants, covenants, and parol 
agreements based on notions truly mediaeval. When King 
Wihtred (700-715 A.D.) and King Cnut (1033) wished to confirm 
charters, because of their ignorance of letters they made “the sign 
of the holy cross.”? How many illiterates in making the sign today 
suspect the ancient and honorable lineage of the custom? Even 
private citizens in those days used to sanction their grants by refer- 
ence to excommunication and eternal punishment. A quasi- 


religious bond in early contracts in the lex mercatoria is suggested 
by the prototype of modern earnest money, the God’s-penny, which 
was supposed to be used by the recipient for a religious purpose, 
and therefore to bind the consciences of the parties. The tally was 
probably of a similar origin. These survivals are studies for the 
folk-lorist rather than the lawyer. The manner in which they 


* The leading essays on the subject are collected in 3 Sel. Es., 259 ff. Professor 
Ames and Judge Hare simultaneously discovered one source of the modern parol con- 
tract with its “valuable consideration” in the tort action on the case for deceit. 
Judge Holmes finds another source in the guid pro quo of the old action of debt (by 
which contracts of sale and loan were enforced on the theory of a double grant). The 
history of covenant leads us into less explored territory (cf. Jenks, History, p. 134). 
The fusing of these elements into the contract of the nineteenth century based in every 
case on the “valuable consideration” is in harmony with, if not induced by, com- 
mercial theories and practice. 

? Digby, History of Real Property, 4th ed., pp. 57-60. 

3 Ibid., p. 57, n. 3, quoting Kemble, Cod. Dipl., I, lxv, as to grants of private 
individuals. 

4 2 Selden Society Publications, 133; Pollock and Maitland, History, II, 206. 
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endured and lost their meaning is not recorded in the reports; and 
it is not so easy as was once supposed to bridge the chasm between 
the sacramental contract of old and the commercial contract of 
today by suggesting that ecclesiastical courts were imitated by 
chancellors in dealing with fidei laesio, and they in turn by the law 
courts. But when we consider the relations between the history 
of civilization and the history of legal ideas, it is clear that the non- 
commercial sacramental ideal of the contractual obligation, the 
formal ideal of the sealed instrument, or of the guid pro quo in the 
old action of debt, and the tort element in the old action of assump- 
sit, would be as inadequate today as the “valuable consideration” 
in its modern commercial sense would have been inapplicable in 
feudal society. 

+. Commerce now draws upon the material of all the old non- 
commercial portions of the law and makes them itsown. Take the 
case of the rival grammar schools in the Year Books (2 Henry IV, 
fo. 18, p. 6, anno 1400). The monks of the priory of Lantone had 
conducted a school in Gloucestershire from a time before which the 
memory of man did not run. A new master ventured to set up 
another school, “‘by which, whereas the plaintiffs had previously 
been accustomed to get 4od. for each child, they could now get 
only 12d. ad damnum etc.”” Hankford J. observed that damnum, 
actual damage, may exist without imjuria, a wrong in the legal 
sense. No relief was given to the monks. Far be it from me to 
suggest that these pious monks soiled their hands with commerce. 
On the contrary, I agree with their learned counsel that education 
is a spiritual matter. And yet their case has been very neatly cited 
in solving nineteenth-century and even twentieth-century business 
problems in fair and unfair competition. Would Holt have said 
that monks who take money for running a school become ad hoc 
traders? Or shall we say that the commercial framework of 
modern society has taken the place of the feudal framework of the 


¥ Middle Ages ?? 


* Professor Bigelow in his Centralization and the Law remarks at p. 6: ‘The 
dominant force, if it maintains itself long enough, always imposes its tenets, modified 
somewhat by the contest itself, upon society.”” And in a footnote he comments: 
‘Law merchant affords striking illustrations.” 
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Business has for some time been the growing point of the law. 
It may be slowly yielding its place to sociological interests. But 
whether we turn to constitutional law or criminal or administrative 
law on the public side, or to property, contracts, or torts on the / 
private side, thousands of the statutes and decisions that are being ; 
ground out touch commercial life at every turn. The “interstate! 
commerce clause’’ is one of the most active clauses in the Constitu- 
tion today. The new crimes have to do with deception in business 
rather than with violence. Public business is being modeled after 
private business. Our statutes are concerned with employer and 
employee, with the regulation of big business, and of special busi- 
nesses in which the interests of the public are vitally concerned, 
such as transportation and insurance. The cambial layer of torts 
is filled with the interference with contract rights, unfair competi- 
tion, trade-marks, and fraud. Our courts are kept busy with ques- 
tions growing out of business contracts. 

With business in constant contact with law and lawyers, busi- 
ness men have as a matter of course been receiving much practical 
training in law—very much in the same way as criminals learn 
criminal law. Lawyers soon learn to respect the opinions of busi- 
ness men as to the law in their particular fields. Sometimes the 
difficulty of injecting law into business men is offset by the facility 
with which we project lawyers into business through corporate 
organization. Very little of the ordinary business man’s legal 
training, however, is to be credited to books. A survey of the 
writings on commercial law since 1800 reveals three classes of works 
that have appeared in the following order: books primarily for 
lawyers, reconstructing a mercantile law out of the fused materials 
of the common law; books intended as manuals for business men; 
school books. It is interesting that the first group is found in the 
first half of the nineteenth century, the second group in the second 
half, and the third group in the present century. Of course as in 
all similar historical developments we must expect important 
overlappings. 

Of the first class, passing over the early efforts, we must pause 
in wonder at the vast works of Judge Story. The titles give a very 
good idea of the scope of commercial law in his day: Bailments, 








ey 
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1832; Agency as a Branch of Commercial and Maritime Jurispru- 
dence, 1839; Partnership as a Branch of Commercial and Maritime 
Jurisprudence, 1841; Bills of Exchange, 1843; and Promissory Notes, 
1845. In England, John William Smith (compiler of Smith’s Lead- 
ing Cases) wrote his well-condensed Compendium of Mercantile Law 
in 1834. But when the American editors of this work made their 
necessarily minute comparison of mercantile law in the two English- 
speaking countries, they concluded: “that in the department of 
Mercantile Law, we are in advance of our transatlantic brethren.” 
It is not surprising that Story was accepted during his lifetime as 
an authority in England contrary to all precedents." 

One of Story’s successors in the Dane professorship in the Har- 
vard Law School, Theophilus Parsons, marks the transition from 
the first to the second class of books. He tells us that his first 
books on commercial law, made exclusively for lawyers, were read 
by many persons who were not lawyers in the middle of the century. 
In his first work for business men exclusively he expresses the 
belief “that there is a strong and growing disposition among the 
men of business in this country to understand the law of business. 
This disposition and the actual diffusion of this knowledge have 
both greatly increased of late years, and [he believes] could not have 
been arrested, for this progress is one element of advancing and 
improving civilization.”? Professor Parsons argues that it is pos- 
sible to teach the people the law without leading ‘‘only to a super- 
ficial and erroneous view of the subject, . . . . the most dangerous 
kind of ignorance.” The arguments of those who “most strenu- 
ously oppose any effort to teach the people the law” are not in 

? A short colloquy reported in Jon’s Case, 2 Den. C.C. 475, 488, is reprinted by 
the late Professor Gray, in his Nature and Sources of the Law, sec. 567: 

“Metcalfe [referring to Welsby’s edition of Archbold’s Criminal Pleading]— 
Mr. Welsby, who may be cited as authority, comments on the words ‘utter’ or 
‘publish.’ 

“Pottock, C. B.—Not yet an authority. 

“ Metcalfe—It is no doubt true that a writer on law is not to be considered an 
authority in his lifetime. The only exception to the rule, perhaps, is the case of 
Justice Story. 

“CoLeRIDGE, J.—Story is dead.” [1851.] 

The reporter in a note adds the names of a few writers who seem to share the 
honor with Story. 


2 Theophilus Parsons, Laws of Business, 1857, 1869, etc. 
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Parsons’ day entirely supposititious. In the graduation address 
of Dean Bellamy Storer of the Cincinnati Law School in 1864 the 
young lawyers were told that if they ever heard a man in a book- 
store ask for an every-man-his-own-lawyer book, they could not do 
better than to cultivate his acquaintance.’ In this connection it 
is interesting to read in an early publisher’s announcement, where 
Parsons’ book is completely surrounded by theological and mis- 
sionary works, that this work “essentially enables every man to 
be his own ready lawyer.’* Still there is a vast difference between 
the imitators of Parsons—and their name is Legion—and the earlier 
popularizers of the law.’ The scope of these newer books is “all 
that branch of the law, and all those principles and rules, which 
govern mercantile transactions of any kind.” No two writers are 
entirely agreed upon the details, and yet the likenesses are more 
remarkable than the differences. All include contracts and sales 
of personal property, negotiable instruments, agency and partner- 


*I am indebted for this account to my venerable colleague, Judge Moses F. 
Wilson, a member of that class. 

2 Appended to the second edition of Parsons, Laws of Business, impressions of 1874. 

3 The writers on Anglo-American business law for laymen before Parsons include: 
1800-1801, Montifiore (American ed.); 1800, Freeman (American ed.); 1902 [Caines]; 
1812, John Williams; 1812, T. E. Williams; 1818, Gilleland; 1818, T. Williams; 1819, 
T. W. Williams; 1831, Hancock; 1833, Oliver; 1842, [Potter]; 1845[?], Wooler; 
1849, Wells (‘improved edition”); 1850-52 (American ed., 1854), Levi; n.d., Serle; 
n.d., M’Dougal. 

Those following Parsons in the latter half of the nineteenth century include, in 
America: 1857, Freedly; 1860, Bateman; 1864, Matthews; 1869, Fox; 1870, Gazzam; 
cop. 1881 and 1888-1907, Putzel and Bahr; cop. 1889, Payne; 1889, Mihills; 1890, 
A.J. Hirschl; 1892 (“revised”), Weed; 1892 (ed. Clinton), Bryant; ca. 1896, Heidner 
and Heidner; 1896, Bolles; 1898, Spencer (Manual); n.d., Bledsoe, A. B. Bryant 
and Stratton, J. C. Bryant, Clark, Crosby, Douglas and Minton, Gano and Williams, 
Hargis (two books), Hill, Lyons, Mull, Musick, Parkinson, Richardson, Tenney, 
Townsend, Tracy, Williams and Rogers and a few anonymous works. British works 
in this period include: 1860, Fonblanque; 1881, Campbell; 1881, Lewis; 1884, Slater 
(frequently reprinted); 1890, Stevens; 1891, Hurst and Cecil; 1891, Scrutton; 1893, 
Munro; 1897, Fleming; 1899, Luscombe. 

In addition mention should perhaps be made of several classes of reference works 
prepared for business men: brief tables of laws in rating agency books and the like; 
formbooks; brief encyclopedic works, e.g., Spalding (1903); Professor Bays, Com- 
mercial Law Library (1912), and Modern American Law (prepared primarily for law 
students). These works are really adaptations of the handbooks of the nineteenth 
century. 
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ship, the carriage of goods and passengers, insurance, and something 
about real estate. Some include patents and copyright, mortgages, 
administration of estates, and the later books, of course, add cor- 
porations. Most of the books of this period are manuals and form- 
books combined rather than textbooks. The evolution of Parsons’ 
book is very instructive. For a good many years he had devoted 
his leisure, while teaching law, to the preparation of a series of text- 
books on commercial law. He first attempted to write a book that 
would serve both lawyers and laymen, but before he had made 
much progress in it “the hope that ONE book could answer these 
two purposes faded away.’’ We are reminded of old Gerard 
Malynes’ comment on the lawyers’ books.' Still Parsons’ first 
edition was compiled entirely from books written for the legal pro‘ 
fession. Later, recognizing this feature as a fault, he undertook to 
eliminate or explain technicalities, to omit citation of authorities, 
and to add forms and elementary rules supposedly unnecessary in 
a book intended for lawyers. The difference between the business- 
law books and the lawyers’ books continues to grow wider and wider 
along practically the same lines, until the constantly repeated state- 
ment of the former that they are not intended to train lawyers seems 
quite superfluous. Indeed, we suspect that some of them have 
been made expressly for that business man for whom all the musical 
comedies are written, the Tired Business Man. 

The third class of books on commercial law, the school books, 
are practically a product of the twentieth century. Of course we 
must not overlook the commercial courses and particularly the com- 
mercial law courses that have been offered in our colleges in the 
past. Most of the early professorships in law were instituted to 
train professional lawyers and have long since developed into law 
departments.? Still, a good many of the schools, especially toward 
the close of the nineteenth century, included commercial law in 
their non-professional curricula. In the Report on Legal Education 
prepared by a committee of the American Bar Association and the 


* Malynes, Lex Merc., Part I, chap. 1. 

2 E.g., in William and Mary College (1779); Pennsylvania (1790); Harvard 
(1815). See Thayer, Legal Essays, p. 369, and Warren, History of the American Bar, 
Ppp. 341-65. 
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United States Bureau of Education in 1892, there is included (at 
p. 63) a list of colleges offering instruction in law in “college and 
commercial courses.”’ Of these, over a hundred offered courses in 
commercial law or an equivalent. The same report tells us that 
“specific legal instruction is not offered in the public schools” except 
in the courses of study in civics or civil government. Since the 
appearance of this report, a few cities have introduced commercial 
high-school courses, including nominally the study of commercial 
law. “Business colleges,” too, have been giving elementary 
courses on the subject. It is difficult to draw any general conclu- 
sions as to the value of all of these courses. In many cases they 
were taught by men without legal training, frequently by the over- 
worked president of a small college whose duties included lecturing 
to the Senior class on theology or some related or unrelated subject 
as well as on law. Their lack of uniformity is suggested by the 
rule of one college excluding prospective law students from these 
courses and the plan of another to make them serve as an introduc- 
tion to the law-school course. If we try to judge the courses by 
the textbooks that they have left behind them, we find very little 


encouragement before 1900.7. Since that time each year has pro- 
duced several good summaries for class use. In 1905 the late Dean 
Huffcut of the College of Law of Cornell University produced the 
best-known of these works, a book that literally states, ‘as con- 
cisely and clearly as possible, the leading and fundamental principles 


” 


of business law.’’ In this book, which seems to have won its way 
into the majority of schools and colleges, because it so admirably 
met their needs, it is somewhat disconcerting to find their needs 
reflected in these words: ‘‘Should the teacher be fortunate enough 
to secure the co-operation of a local attorney, some progress in this 
direction [as to statutory matter] might be made.’ It seems a 

t W. A. Sheaffer, “The Teaching of Commercial Law in the High School,” Pro- 


ceedings of the Nineteenth Annual Convention of the National Commercial Teachers’ 
Federation, held at Chicago, December 29-31, 1913, pp. 125-30. 

2 Among the nineteenth-century books but few pretend to be prepared for class- 
room use. Weed (1892) is one of the few exceptions. 

3 Huffcut was not alone in recognizing the nature of this need. Thus, the book 
mentioned in the last note says: “Teachers who have not studied law will find Parsons’ 
Laws of Business an excellent reference book.” 
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pity that the rule which requires practitioners to be able to pass 
an examination should not apply to teachers, whose powers for 
evil are perhaps even greater. Huffcut summarizes the views as 
to the scope of “business law’ (since 1g00 this term has almost 
entirely displaced the older “commercial law” as that had routed 
“‘mercantile law’’ and the “law merchant’’) in this frank statement: 
“Business law is . . . . merely such a selection from the general 
body of the law, and especially the law of contract, as a particular 
author may think it profitable for a business man to know.”’ Most 
of the other books of this period differ from Huffcut only in details, 
particular authors thinking it profitable apparently to limit the 
business man’s knowledge to the laws of one state, or certain busi- 
nesses, or certain relations in a business, or of business in some 
special sense. Somewhat in advance of the actual practice in the 
schools, in 1894 Huffcut and Woodruff in their case book on con- 
tracts announced that their work was intended, not only for classes 
in a professional law school, but also for undergraduate classes in a 
university. ‘‘It is an additional proof,” say the editors, “‘of the 
value of law as a culture study, as well as a professional study, that 
the editors have encountered no difficulty in uniting in a selection 
of cases equally suited to both purposes.” The book is not repre- 
sented as fitted to the needs of business students, but a selection of 
cases based on this selection—Pierson and Callender’s—is described 
as arranged “for the use of students of business law” (1911). We 
now have Professor Bays’s Cases on Commercial Law fresh from the 
press (1914). It is rather remarkable that more case books have 
not appeared for the use of business students among the flying 
squadron of thin books on commercial law that has greeted us in 

* The American books from 1900 to date include, besides many revisions of older 
works, the following: cop. 1900, White; 1900, Spencer (Elements); 1901, Austin and 
Smith (Ohio); 1902, Burdick (Essentials of Business Law, a really learned work, and 
yet simple enough for high-school use); 1905, Huffcut; 1907, Hamilton; 1908, 
Chamberlain; 1908, Brennan; 1909, Sullivan; 1909, Putney; 1910, Griswold; 1911, 
S. D. Hirschl; 1911, Pierson and Callender (cases); 1912, Gerstenberg and Hughes; 
1914, Corlis; 1914, Bays (cases). Among British works of this period are: 1900, 
Edwards; 1902, Wilson; 1907, Nixon and Holland; 1907, Tillyard; 1908, Disney; 
1909, Aske; 1909, Crew; 1909, Douglas; 1909, Thatcher; 1910, Duckworth; 1910, 
Farleigh; 1910, Russel. 
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the last few years. The reason is, no doubt, that the teachers of 
commercial law have not kept pace with the wonderful development 
in method in the law schools during the past generation.’ Since, 
however, education for business is now for the first time in history 
being seriously worked out in college courses, and colleges of com- 
merce have undertaken to teach business law as one of their main 
tasks,? we have reached a point where the entire material of com- 
mercial law must be re-worked, its scope redefined, and its methods 
brought down to date. This latest development is but a phase of 
development of business training. That in turn is but a detail 
of a bigger movement—the substitution of scientific specialized 
preparation for life’s activities for the theory of general training of 
an earlier period, which scorned practical standards of everyday 
life. Business is raised to the level of a science, and with it business 
law. 


Ever since Professor Parsons made a book for business men with 
pastepot and shears out of his lawyers’ books, we have seen how 
the scope of business law has been a more or less limited selection 
from professional law. A few books have inserted a paragraph or 


two on business in general, after the fashion of the famous essay on 
Chinese metaphysics made up from the two encyclopedia articles 
on China and metaphysics respectively. The legal portion usually 
but thinly veils the Abbott outline of our digests and encyclopedias 
of law.2 If a Hibernicism may be pardoned, the only thing they 
add to a law school course is extensive omissions. 


* This negative conclusion is borne out, I believe, by the questionnaire sent out 
by Mr. Herman Oliphant, of the University of Chicago, to teachers of commercial 
law throughout the country in November, 1914. Mr. Oliphant’s results have not yet 
been published. 

2 Cf. the Report of the Educational Committee of the American Association of Public 
Accountants, Giving Information on the Department of Commerce, Accounts, and Finance 
of One Hundred of the Leading Universities in the United States, September 2, 1912, 
p. 16. 

3 Abbott, United States Digest (1842), has furnished the basis for the American 
Digest (including the Century and the Decennial digests, the Key Number Series and 
Continuations) and for “‘Cyc.”” See statement of Mr. Schenk, Librarian of the Uni- 
versity of Chicago Law Library, in 6 Law Library Journal, p. 37, January, 1914. 
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Is it not possible, however, that something may belong in the 
business-law course that is not generally included in law-school 
courses ?* Is the entire problem one of elimination ? 

The law school does not aim to prepare a man for business, in 
spite of the alluring advertisements of some of the night schools 
and correspondence schools that would have us believe that even 
if their courses cannot lead to success at the bar they furnish a royal 
road to business success. As a matter of. fact, the ordinary law 
course—and for that matter the practice of law—tends to give one 
about as good an idea of normal business life as the driver of a 
moving van is likely to get of anelegant home. Lawyer and moving 
man seem to have excellent opportunities of observation, experience 
in taking apart and putting together again under conditions requir- 
ing the greatest care—but unfortunately both men see their subjects 
under abnormal conditions. They know more of the turmoils and 
confusions of life than of life itself. Like the prisoners in the 
Marshalsea, lawyers are likely to “come to regard insolvency as 
the normal state of mankind, and the payment of debts as a dis- 
ease”’ that occasionally breaks out. A business man may go 
through half a century of buying and selling, and if he is a very 
good or a very lucky business man, he may not be involved in a 
single case in court. If his business is well established he may have 
little need for a lawyer, but he necessarily has much need for law, 
and acquires a great knowledge of law in the course of his lifetime. 
He becomes an expert in legal hygiene.? If he is a far-seeing busi- 
ness man, he will understand the legal structure or anatomy of his 
business. Lawyer and law student are concerned with legal 
pathology. Thus, the juristic acts that constitute the making of a 


t The American law-school curriculum is in a transition stage. It seems that the 
question of curriculum was uppermost at the last session of the Association of American 
Law Schools. Harvard is taking steps toward co-ordinating the first-year courses as 
explained in Dean Thayer’s report for the year 1913-14. The present curriculum of 
most of the schools is a patchwork, which like the law itself can more easily be explained 
in the light of history than in the light of logic. Professor Bigelow advocates the addi- 
tion to the law-school curriculum of some of the matters discussed below (op. cit., 
p. 16), but whether or not they are part of the business education of lawyers, they 
clearly belong to the legal education of business men. 


2 A. J. Hirschl called his book (1890) Legal Hygiene. 
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contract are clearly within the business man’s province. The 
pathological and therapeutical study of what to do where the juristic 
acts are imperfect is beyond his ken. He ought to be able to telt 
that something is amiss, whenever one of the expected elements is 
absent. Rectification is the work of the specialist in abnormal law. 


The college of commerce teacheslaw, not to make-every-man-his. 
own lawyer, but because without it a man cannot hecome.a “com: 


leat merchaunt” as Malynes would say." 
ating business law as a branch of business rather than 
of law—and that is the meaning of the inclusion of such courses in 
commerce departments and their absence in law departments of our 
great universities—we intuitively recognize the new meaning that 
history has put into the term “ business law.” It_is not a branch 
of law at all, but the application of the ordinary rules of law to 
business activity. Still, as we have seen, popular jurisprudence 
disregards the changes that history has wrought and clings to the 
notion of an international /ex mercatoria distinct in content and 
perhaps in principle from the common law. This popular juris- 
prudence with its basis in history and in remnants of fact finds an 
echo in the scientific jurisprudence of the day. “In the nature of 
things,”’ says a recent writer in the Harvard Law Review,? “ different 
rules are applicable to business than to the more formal, fixed, and 
personal relations of society, such as estates in land, succession, and 
domestic relations.” He represents the assimilation of business law 
in the common law as a misfortune in England and America, and 
urges courts and legislatures by a rational and courageous extension 
of the application of the older theories of business in law to help 
solve the problems of modern trade. Thus he thinks that business 
being impersonal, the business man should have no right to refuse 
to deal with members of the public. The distinction made today 











* It is interesting at this time to recall Malynes’ view of the complete merchant’s 
education. His plan curiously resembles the announcement of a modern college of 
commerce. Among other things, he prescribes arithmetic, commercial geography, 
the “three essentials of traffick, being commodities, money and exchange for money 
by bills of exchange,” customs of barter and sale, credit, shipping, insurance, mer- 
chants’ “accompts,”’ and commercial law. 

2 Edward A. Adler, Business Jurisprudence, in 28 Harvard, Law Review, 135, 
(December, 1914). 
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between public callings in which the principle of non-discrimination 
has long been recognized, and private callings in which freedom of 
contract is recognized, he rejects absolutely as unsound. “Under 
a true interpretation of the common law,” he tells us, “‘all business 
is public, and the phrase ‘private business’ is a contradiction in 
terms.’”* Without making too extensive an excursion into the 
realm of hypothetics—the study of what might have been; without 
attempting to show that if Lord Mansfield had not found commer- 
cial law in a low state, the common-law principle of freedom of 
contract might have permeated business in the end, it is enough 
to say that the private nature of private business is established in 
our law. There was no doubt a good or a bad old time when you 
could have undone the common tailor for refusing to serve you,? or 


t The argument by which all business is made to appear public in its nature is not 
convincing. It is true that in many phrases the word “common” was used in a sense 
suggesting the word “business.”’ It is also true that the word “‘common” was used 
at times in the sense of “public.” Mr. Adler argues that public and business are 
therefore coextensive terms. The use of the word “common.” is illustrated by calling 
in the common merchant, the common marshal, the common schoolmaster, the 
common surgeon, the common shaver, the common bellman, the common maker and 
vender, the common hoyman, the common kidder, and a host of others. ‘‘Common” 
here means habitual, regular, doing a thing frequently or “commonly” and in that 
sense “‘making a business” of a practice. But on the next page we meet with the 
common scold, the common harlot, and the common thief. We should expect to find 
in their company the common railer and brawler. As if to shield us from their con- 
tamination we find the common prayer book. ‘Business’ can hardly be substituted 
here, though “regular” or “habitual” can. In this early sense of the word the oppo- 
site of a common carrier is not a private carrier but a special carrier, that is, one who 
carries goods on a particular occasion. That the word was also used in the sense of 
“public” cannot be doubted, and that arguments were drawn from the name given in 
an earlier stage to prove the public nature of the carrier’s calling is quite clear. This 
process is known as folk-etymology. It may be interesting in this connection to see 
how this very phrase has undergone a second transformation, that has made it seem 
to reflect modern theories of the function of the state undreamed of by those who 
coined the phrase in mediaeval England. An Ohio judge (Ranney in Gilsy v. Railroad 
Company, 4 Ohio State at 324), attempting to justify and explain the exercise of the 
right of eminent domain on behalf of a public service corporation, has drawn his 
argument from the notion that a common carrier is one giving a service not merely 
to the public, but due by its nature from the public. If it follows that because courts 
have used “common” in two senses, business is legally a service due to the public, 
one might as well argue that since the word now suggests a service due from the public, 
business is legally a state function. The fallacy is practically the undistributed middle 
term. 

2 Y.B. 22 Edw. IV, fo. 49, pl. 15 (1482). 
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the common smith for refusing to shoe your horse as you came riding 
along the highway,’ but that state of the law has disappeared with 
the mediaeval doctrine of justum pretium? and the notions that 
inspired the Statute of Labourers\—and probably for the same 
reasons. We no longer recognize the old public policy that bade 
the shoemaker stick to his last.‘ In fact all of the class distinction 
necessary to maintain a separate law for traders has disappeared 
from the law. The plea that one was a gentleman and not a trader 
was probably an anachronism in the eyes of the people a generation 
before the reactionary Holt rejected it from the bench. Man- 
to-man commercial relations have gradually, as we have seen, been 
substituted for the one-sided feudal and domestic relations of the 
older law. Finally, whatever the condition may be in Continental 
Europe and Japan, it is practically impossible to isolate branches 
of human activity in the courts of common law in the face of their 
system of case citation. It is true that a code may establish a 
separate rule for every class of transactions, and may even make 
its own classes for the purposes of the rule. In Continental Europe 
the rule may remain‘distinct; but here the ancient habit of the 
common law soon levels the statutory upheaval by applying the 
principle of an ancient grammar-school case to a modern dispute 
among manufacturers of cash registers. If we cannot in practice 
permanently separate commercial law from other law on the basis 
of parties, of subject-matter, or of principles, what becomes of the 
theory that “‘there is a difference naturally and legally between 
business on the one hand and the other activities and interests of 
life on the other” ? 

“All human activity in civilized society has its legal aspects; 
buimess activity is no exception. When the business man realizes 


t Keilw. 50, p. 4 (1502); Y.B. 21 Henry VI, fo. 55, pl. 12 (1442). 

2 Cf. the attempts to fix the prices of cattle, poultry, and eggs in 1315 under 
Edward II, De Pretio Victualium, translated in Somer’s Tracts, I, 6, and reprinted in 
Colby, Sources of English History, p. 92. 

325 Edw. III, St. I (1351), continued from time to time until the Statute of 
Apprentices (5 Eliz. c. 4, 1562, repealed in 1814). 

4 Cf. Ipswich Tailors’ Case, 11 Coke 53a (1614); Anon., F. Moore, 242; Dutton 
v. Poole, 2 Lev. 210; Dyer’s Case, Y.B. 2 Henry V, p. 5, pl. 26 (1414). 
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that a contract is not necessarily a yellow parchment with a blue 
ribbon and red seal, or a legal-cap folder with much redundant and 
unintelligible language partly written and partly printed; when he 
sees perfect contracts in the purchase of a postage stamp, the send- 
ing away of an express package or a telegram, in the buying of a 
railroad ticket or the boarding of a street car, in every sale, in every 
loan, in the hiring of help; when after the manner of Monsieur 
Jourdain, the would-be gentleman in the French play, he realizes 
that he has been making contracts for years and years without hav- 
ing attended school, he has mastered his first lesson in commercial 
aw) must learn that his daily pursuits are at once hedged in 
and Protected by the ordinary rules in all branches of law, regardless 
of the artificial compartments made for the convenience of lawyers. 
If the rule happens to be sanctioned by a penalty, he may find it in 
criminal law; if by the power of specific enforcement, in equity; 
if by the assessment of damages, in tort, contract, or property. We 
must either search the entire field of law and pick out the points 
that are likely to apply here or there in business life (an impossible 
task that has already been attempted in several books and courses) 
or we must anatomize business, as old John Marius would say, and 
study the legal phases of each of its parts. 

The anatomy of business is hardly to be found in the legal digest: 
we must turn for assistance to the economist and the business 
expert. Commerce corresponds with the subjects of buying and 
selling (or exchange), credit and organization, in economic science. 
The relation of buyer and seller, the relation of debtor and creditor, 
and the internal relations of a business unit are accordingly three 
divisions under which business law may be studied. Related to 
buying and selling in the college of commerce are the following sub- 
jects: salesmanship, advertising, commercial geography, invest- 
ments, perhaps commercial psychology, and the languages, and the 


In many schools of commerce the courses are gradually shaping themselves 
around a business outline not radically different from that here described. In Har- 
vard three courses were given in 1913-14: commercial contracts, law of business asso- 
ciations, and law of banking operations. Mr. Oliphant, of Chicago, plans among 
others three courses as follows: general course, creditor’s rights, employer and 
employee. The courses in Cincinnati are the three described in the following para- 
graphs. 
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study of certain businesses that sell special services, for example, 
transportation and insurance. In all of these courses the contract 
is present, either as the object sought or as the beginning of a rela- 
tion. Contracts form thus the fundamental course in commercial 
law, and the divisions of contracts deserving particular attention 
are those dealing with salesmanship, representations, competition. 
warranties, conditions, fraud and dealers’ puffing, and those 
branches of the law of salesmanship that have to do with the reality 
of the consent in 2 contract, and the negotiations and inducements 
that lead up to it. But the fundamental principles of the law of 
contracts in all its branches, formation, operation, and discharge 
are the foundation stones of a course in business law. 

Credit is dealt with in the college of commerce in courses on 
money and banking and credits and collections. The credit man 
must familiarize himself, not only with the means for testing the 
safety of risks, but also with the provisions of law that are elements 
of every risk, that make some risks greater or less under particular 
facts and that make particular contractual arrangements for the 
reduction of risks possible. Among these arrangements are liens, 
mortgages, conditional sales, guaranty, suretyship, indemnity, and 
the several contracts involved in negotiable instruments. 

Organization and administration, finance and accounting, are 
related to the third branch of business in the college of commerce. 
In law we may deal with the internal relations of a business under 
the traditional heads of master and servant, principal and agent, 
partnership, and corporations. 

Most of these subjects have been taught in our law schools for 
some years. Much can be learned from their experience, but the 
differences must not be overlooked. Slavish imitations of the law 
schools may be as foolish in some details as the transfer of a dash- 
board with a whip-socket to the first automobiles attributed to an 
absent-minded carriage designer. In the first place our discussion 
has shown the importance of the co-ordination of law and business 
study. Besides governing the selection of details as well as the 
formulation of the general outline of the courses, this principle sug- 
gests historical study, the use of cases, and the emphasis of the busi- 
ness rather than the legal problem solved in each case. 
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A distinguished jurist is said to have set this motto on the title- 
page of his book: “It is history which teaches us what law is; it is 
science which teaches us to use it.’”* The development of law can 
be seen both as a cause and as an effect in relation to the develop- 
ment of business. Sir Frederick Pollock has shown us that “the 
commonwealth needs elaborate rules about contracts only when it 
is advanced enough in civilization and trade to have an elaborate 
system of credit.”* The same principle applies to details: thus, 
each of the special contracts to secure the creditor is the outcome 
of a special need that can be studied with profit by the business 
student. The evolution of modern business organizations can be 
traced in the development of master and servant into principal and 
agent, the creation of the mutual agency or partnership, the various 
kinds of special partnership including the joint stock company, and 
finally the corporation or business association with a charter from 
the state. There are two possible reasons for a rule of law: one is 
that it is common-sense; the other is that it was common-sense. 
Until the legislature does away with both, we cannot ignore‘history 
if we would make the student see the place of law in business. 
Without this point of view to unify the law of business the principles 
become mere rules of thumb, easily memorized, more easily for- 
gotten, and most easily misapplied. Without history business 
jurisprudence is as blind as any other kind. 

The rejection of rules of thumb carries with it the rejection of 
nearly ali of the handbooks and textbooks that we have seen in the 
wake of Parsons. Can case books take their places? The hard- 
fought battle of the books that raged in the law schools of the last 
generation need hardly be fought over again by the colleges of 
commerce. Though but few of these schools have as yet introduced 
case books, and though the merest beginnings have been made in 
the production of case books for business students, I am convinced 
that Langdell and Ames and Keener have not lived in vain. If I 
marshal the old arguments here, it is only to make sure that there is 
no fallacy in an analogy drawn in this respect between business 


* Report on Legal Education, 1893, p. 28. 
2In Enc. Brit., 11th ed., article “Contracts.” 
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man’s law and lawyer’s law. The arguments of the case advocates 
were: That cases are sources—melius est petere fontem quam sequare 
rivulos; that cases are the tools that lawyers must learn to use; 
that cases are concrete and awaken greater interest than do abstract 
statements. The arguments of the textbook advocates were: That 
the exclusive use of cases would tend to make case lawyers (men 
unable to grasp principles and therefore entirely dependent upon 
precedents); that it would require so much time as unduly to limit 
the field covered; that it was unwise to expect students to handle 
cases as intelligently as the experts who wrote the textbooks. Both 
sides proved too much. Good lawyers have been produced in both 
types of school, as they have also been produced without the aid 
of schools. But the event has proved a victory for the case schools 
because it has disproved the argument of the other side which 
amounted to a statement that the teaching of law by means of 
cases alone was practically impossible. Some of the arguments 
advanced in favor of cases seem at first glance to apply to lawyers 
only. In one sense it is true that common lawyers have always 
used cases as the basis of their study of law. But the modern case 
book, invented by Langdell in 1870, cannot be appreciated unless 
we look to the parallelism between the methods in the law school 
and the methods of teaching in other departments of the university. 
President Eliot has pointed out that the sourcebook in the history 
department owes its introduction to the success of the case book 
in the law department.’ It has been successfully imitated in medi- 
_cine, philosophy, finance, economics, and social science.?_ It is not 
unrelated to the development of laboratory method in science. 
There was a time, not long ago, when chemistry and botany were 
taught from textbooks and psychology was figured out with one’s 
eyes shut while reclining in an arm chair. Regardless of the par- 
ticular purpose for which these courses are taught, the modern 
methods are generally admitted to be better for modern needs. 
Besides, the student of commercial law, who is also a student of 
commerce, is entitled to an introduction to the materials of the 
cases, richer, more abundant, and more accessible, according 
* Eliot, University Administration, pp. 203-5. 
2 Ripley, Trusts, Pools and Corporations, Preface. 
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to Professor Keener, than that of any other department of 
education." 

In these remarks I have avoided reference to the case system. 
The existence of a system of teaching entitled to the name is a 
modern fiction of the law. Whatever the original plan of Professor 
Langdell may have been, great diversity has developed in the use 
of these books, and for that matter, in the books themselves in the 
hands of different teachers.? Professor Thayer has called the case 
system a system of study consistent with almost any method of 
teaching. Some teachers stick closely to the recitation of case after 
case; others use cases simply as a basis for class discussion or as 
illustrative material for their lectures; some supplement the book 
by reference to local decisions; others assign collateral reading and 
require reports either oral or written; others resort to frequent 
quizzing. To one the case is the unit; to another it is a fascicle of 
points. In fact, I suspect that one of the elements of strength in 
the case book is its adaptability to the needs of classes and to the 
personality and even the idiosyncracies of the teacher. May we 
not expect various uses of cases in the college of commerce—various 
case systems ? 


My own classes have given me an answer. They have deviated 
from the paths of my professional classes in a manner that con- 
vinces me that there are possibilities in the case system that have 
not yet beenexplored. They are just as deeply interested in digging 


* William A. Keener, in a paper read before the Section of Legal Education of 
the American Bar Association, 1894. Since the writing of this study there has appeared 
Bulletin No. Eight of The Carnegie Foundation for the Advancement of teaching con- 
taining Professor Josef Redlich’s observations on ‘The Common Law and the Case 
Method in American University Law Schools.” Many of his striking paragraphs 
throw light on non-professional law courses, especially those in which he shows that 
there is a connection between the nature of Anglo-American law and the success of 
the case method, and those in which he carefully limits the sense in which the case 
method may be declared “scientific.” 

2It has been remarked that the older case books are generally chronologically 
arranged; the newer books seem to prefer an arrangement based on a more minute 
analysis of the subject. Professor Pound, I believe, has suggested that the reason is 
probably that the older teachers were deeply concerned with historical problems, 
which are now pretty well worked out. 


3 Legal Essays, p. 384, note. 
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information out of cases and reference books as the professional 
students—but the information they seek is different. The “moral” 
of the case is not a law point, but a business point. To illustrate: 
The law student takes his facts for granted, and centers his atten- 
tion on what remains to be done. One record of this attitude is 
found in the examination questions asked in the case law schools. 
A large percentage of questions end with such words as these: 
What are the rights of the parties? Can A recover damages from 
B, and if so, how much? What is the proper remedy? Is this 
evidence admissible? What should the judgment be? Of what 
crime, if any, is C guilty? All of these are questions in what I have 
called legal pathology and therapeutics. The typical question of 
the commercial student is: But what should A have done in the 
first place? That is the business man’s practical problem. Of 
course the difference is only one of emphasis, but pedagogy is pretty 
largely a study of emphasis. From class work and from individual 
research the business student can discover such points as these: 
That A in a given case should have demanded a writing; that B 
should have notified C of his withdrawal from a certain partnership; 
that D should have had his title examined; that E should not have 
stood by in silence while F pretended to be his agent; that G should 
have had his check cashed within a reasonable time; that H should 
have billed his goods “on sale or return” instead of ‘‘on approval’’; 
that J should have looked to his contract to see whether the guar- 
anty covered future transactions; and, most important of all, that 
K should have consulted a lawyer at a certain pass, The attitude 
of the business student toward the particular case is likely to reflect 
the homely philosophy that forbids crying over spilled milk and 
urges one not to stumble over the same stone twice. 


After all, the justification of commercial law in a college of com- 
merce is this: that in the vast network of considerations that hem 
in a practical decision in business life, some of the most important 


threads are legal. 
NATHAN ISAACS 
UNIVERSITY OF CINCINNATI 
COLLEGE OF COMMERCE 








ECONOMIC THEORY AND “SOCIAL REFORM” 
I 


It is bold to include the fundamental nature of the universe 
among unsolved economic problems. Yet conflicting theories of 
the development of political economy involve this quest for the 
ultimate. One school insists that the history of theory is the record 
of an orderly and progressive development toward the goal of 
eternal economic verity. Another maintains that bodies of eco- 
nomic doctrine are mere isolated attempts theoretically to vindicate 
contemporary industrial ‘“‘systems,”’ with their conglomerate med- 
leys of special interests. The former beholds an unfolding from 
within; the latter discerns a directive movement from without. 
The chasm yawning between is occupied by innumerable inter- 
mediate theories, expressive of a compromise of the two extremes 
in every possible permutation. 

Despite such basic differences, theorists are nevertheless agreed 
in assigning a place in the development of doctrine to external cir- 
cumstance, which includes, among other things, the literature of 
protest. According to the school first mentioned its function is to 
dispense the inspiration of provocation; to compel a more syste- 
matic and thorough analysis of problems; to induce a more careful 
and critical statement of principles; in short, in the old-fashioned 
way, to play the part of temptation in the formation of staunch 
character. In the eyes of the latter its presence is proof that older 
theories are out of keeping with existing fact; its increase in volume 
attests the impossibility of finding relevancy by refining abstrac- 
tions; and its function is to draw theory away from scholastic 
speculation back to the concerns of life. Differ as they may as to 
the nature of their influence, the schools are agreed that the thrilling 
crises in the history of theory center about the names of such prot- 
estants as Quesnay and Smith and Bentham, of George and Marx, 
of Hobson and Veblen. 
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At present the protest against the prevailing system of theory 
finds its source in the contemporary middle-class movement known 
s “progressivism,” or ‘“‘social reform.” The economist and the 
social reformer alike attest a lack of harmony between the basic 
notions underlying the reform program and the fundamental tenets 
of theory. The economist is prone to insist that progressivism has 
not made a thorough analysis of the present order, and that it is 
devoid of fundamental principles. He calls attention to the emo- 
tional expression of the movement, the superficial character of its 
remedial measures, and its indifference to ulterior consequences. 
He humorously points to its proposals inconsiderately garnered into 
incongruous programs. The social reformer denounces economic 
theory because of its lack of attention to the immediate and the 
human; he questions the soundness of laws whose validity is to 
be juggled out of some “long-run” operation; he condemns the 
current system because it has been established upon the facts of 
another age and has not as yet discovered modern industrialism. 
The charge of lack of fundamentals is met with that of lack of 
relevancy; the accusation of want of head is met with that of want 
of heart. 

Such tilts, however, do not constitute a clash between two eco- 
nomic systems; a syllogism cannot exterminate a passion, nor can 
a passion vanquish a syllogism. An intellectual combat must wait 
until the reformers give up their belief that economic theory can 
be vanquished with epithets. It must wait until they make a 
comprehensive analysis of industrial s¢ society, formulate a coherent 
body of doctrine, and present _a_ particularized bill of charges 
against the theory currently accepted. Until that is done, a 
formulation of the points at issue between the two is out of the 
question. 

An opportunity, nevertheless, for a partial and tentative state- 
ment of the points at issue is afforded by the opportune appearance 
of a volume which attempts to reduce the “social reform” move- 
ment to a definite theoretical statement.' The cause is indeed 
fortunate in having found so keen, thorough, far-sighted, and, above 





*Work and Wealth: A Human Valuation. By J. A. Hobson. New York: 
Macmillan, 1914. 8vo, pp. xvi+361. $2.00 net. 
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all, dispassionate an exponent as Mr. Hobson. His larger con- 
structive outlook has enabled him to free the movement from its 
crudities, its vapid aspirations, and its grosser inconsistencies. His 
resourcefulness has enabled him to formulate, in part at least, a 
constructive program, and vigorously to support even such of its 
proposals as seem to run afoul of economic principles. And his 
acquaintance with economic literature, as evidenced by his previous 
contributions to it, has rendered him particularly fit to formulate 
the protest against the theory of the schools. A critical examina- 
tion, therefore, of his treatise should serve the double purpose of 
revealing the social-reform movement on its theoretical side and of 
indicating the probable nature of its influence on the development 
of theory. 
II 

Unfortunately, when the field of economics was marked out, no 
supreme pre-wisdom made provision for so extraneous a product as 
Hobson’s Work and Wealth. In fact, to assign so cosmic a contri- 
bution to a particular place in an orderly economic universe is to 
do violence either to an excellent treatise or to a modest science. 
This is not because the book lacks unity, relevancy, or economic 
purpose, but because it ramifies into fields economically uncharted 
and because its lines of argument run athwart the conventional 
grooves of economic discussion. It associates such economic facts 
and fancies as the protective tariff, restriction of output, unem- 
ployment, and “scientific management” with such alien matters as 
the theory of play, the “philosophy of drunkenness,” the practical 
utility of Greek and Latin, the propriety of the endowment of edu- 
cational institutions by men of wealth, and opportunism as a prag- 
matic theory. It presents the anomaly of discussing production 
and disregarding money costs, of treating value and ignoring the 
principles of pecuniary valuation, and of formulating a theory of 
distribution the while ignoring the laws of wages, interest, and 
rent. It even performs the paradoxical feat of discussing the 
reconstruction of society on the double assumption of the “social 
organism” and a calculus of individual pleasures and pains. 

The classification of the treatise as economics must sorely have 
perplexed the author; for the title bears the marks of the laborious 
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exertions of the workshop. Yet, despite this, vena is neces- 
sary to make it intelligible to the modern economist. {The word 
“Work,” as used by the author, covers practically the whole range | 
of human activity; it is, perhaps, intended to include even the 
“abstinence” involved in capital formation. Its use, instead of 
the more common term, “Labor,” indicates the author’s attempt to 
find a word alike free from older associations and capable of con- 
taining a more varied content. The word “Wealth” is stripped of 
its modern narrowness’ and reverts to its etymological meaning, 
as in the Pauline injunction, “Let no man seek his own, but every 
man another’s wealth.”? The adjective‘‘Human,” perhaps the most 
deliberately selected word in the title, is used in both an objective 
and a subjective sense: the standards and the objects evaluated 
are alike meant to be human. Most peculiar of all, the word 
“Valuation” carries with it no pecuniary connotation. The title, 
thus interpreted, defines the author’s problem: {it is the establish- 
ment of a theoretical standard of ‘ vital” values in accordance with 
which society can be reorganized. 

The treatise, accordingly, represents a return of economic theory 
to type. With the purely scientific task of systematizing economic 
phenomena and of reducing to terms the laws which actually obtain 
in the industrial world it has no concern. Its problem is rather, in 
a sense, the one implicit in the word “economics,” that of devising 
a scheme for using limited social resources in such a way as to secure 
the maximum of wealth, Thus it is of a kind with Adam Smith’s 
Wealth of Nations. It is, however, unlike the latter in two essen- 
tials: (first, in the comprehensiveness of the social program which 
its problem requires it to elaborate; and, secondly, in the extreme 
complexity of the social ideal, the realization of which is the object 
at which the program aims.) Since these two characteristics serve 
alike to classify the treatise and to indicate its differences in scope 
and objective from current theory, they deserve more than passing 
mention. 


*It is interesting to compare the title of Hobson’s book with that of Pigou’s 
Wealth and Welfare. Although their concepts are somewhat different, it is worthy 
of note that Hobson uses the word “wealth” to represent the general idea to which 
Pigou applies the term “welfare.” 


21. Cor. 10: 24. 
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Hobson’s treatise, like that of Smith’s, might be classed indiffer- 
ently as “economic art,” “social politics,” or “social ethics.” 
Both make scientific investigation incidental to the solution of com- 
plex social problems. Upon each, therefore, devolves the self- 
imposed task of drawing up a social program. Smith found the 
task simplicity itself. He elaborated the general thesis of an 
identity between individual pecuniary advantage and social welfare. 
He accepted without question the rationality of the economic 
judgment. Thus he was able to reduce what might otherwise have 
become a complex and comprehensive economic art to the single 
principle of laissez-faire. 

Later economists have been freed from the same necessity by 
an implicit acceptance of Smith’s fundamental thesis. It is evident 
that a general intellectual discipline that can be reduced to the 
simplicity of a seli-evident proposition is doomed. Small wonder 
that, in view of the growing acceptance of laissez-faire, economic art, 
as a general theoretical subject, should disappear. It is true that 
it has not entirely disappeared; for, even today, in semi-practical 
fields, such as the tariff, the trusts, and currency, the “is” and the 
“ought” are inextricably confused. In the discussion of such sub- 
jects, despite their theoretical separation, the scientific elaboration 
of principles and the prescription of remedial measures are very 
closely associated. But such studies are in large measure due to 
German influence, and are not in the direct line of theoretical suc- 
cession. The field of theory, where one would look for a surviving 
general economic art, has been gradually contracted until, at pres- 
ent, it is concerned only with problems of value. In this field the 
acceptance of positivism has left no formal place for such an art. 
However, even with these restrictions, it has not entirely disappeared. 
One finds vestiges of it in the stress placed upon such terms as 
“utility,” “disutility,” and “productivity,” and lately in an 
increasing disposition to qualify these words with the adjective 
“‘social.”” The emphasis placed upon price as an organizing and 
distributing force discloses similar vestiges. It hardly seems too 
much to say that the art has survived in the form of ethical implica- 
tions of theory favorable to the present order. Current economic 
theory, as it is commonly understood, is the unconscious expression 
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of an economic art whose fundamental tenet is non-interference." 
Its simple program is so much a part of itself that it requires no 
formal expression. 

Hobson, on the contrary, finds no such easy method of escape. 
His condemnation of laissez-faire and of automatism in all its forms 
imposes upon him the task of a quite detailed elaboration of a social 
program. Compared with Smith’s quest, his is for a veritable 
will-of-the-wisp. 

In like manner the peculiar nature of the social ideal which 
Hobson is compelled to set up can be indicated by comparison. It 
is undoubtedly true that fundamentally Smith’s is almost as com- 
plex as Hobson’s, for the ultimate end of both is social welfare. 
Such difference as exists is due to the accidental fact that Smith’s 
social world is of a simpler type than Hobson’s. The former, how- 
ever, enjoyed the advantage of not having to aim directly at his 
ulterior object. As before, his association of individual and social 
good enabled him to make the fairly definite concept of pecuniary 
wealth his immediate objective. But it would seem at first that 
later economists could not escape so easily; for their attention to 
the concept of utility has shown quite clearly the intermediate 
character of wealth. They have, indeed, been compelled to set up 
some more ultimate term, such, for instance, as psyehic income, 
which is nothing else than an aggregate of the feeling magnitudes 
experienced in consumption. Since, however, this is the objective 


The ethical problem involved in associating productive contributions with 
pecuniary rewards may be considered ante-distributive, distributive, or post- 
distributive. The typical writers of the “marginal school” have freed neither their 
concepts nor their theories from ethical implications. For example, Clark’s Dis- 
tribution of Wealth and Béhm-Bawerk’s Positive Theory of Capital fairly bristle with 
them. An increasing number of economists, however, are coming to insist upon the 
purely positive character of the theories of value, including, of course, distributive 
theories. They disclaim the ethical implications of the theories as accidental, due 
largely to looseness of statement on the part of their adherents. They would make 
the ethical problem ante-distributive or post-distributive; throwing it forward, say, 
to the institutional situation, or backward, say, to the domain of taxation. Since 
neither of these fields is at present in the domain of economic theory, the latter thus 
preserves its positive character. Consequently these theorists are compelled to 
formulate no social program. Incidentally it is worthy of note that in view of his 
well-known projects of reform, Hobson might escape from the theoretical difficulties 
in which he is placed by taking his stand with the “positive” theorists. 
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of an automatic process, the ethical validity of which is accepted by 
implication, they are not called on to analyze it. Its importance, 
to them, lies, not in its content, but in its existence." 

Unlike Smith and the later economists, Hobson is concerned 
with\a state of social well-being that can be attained only by con- 
scious effort. It must be reached by careful planning, not by the 
automatic operation of a let-alone principle. He is, therefore, com- 
pelled by his problem to set up an elaborate standard of social 
welfare, appraising in their complex mutual relations all the ele- 
ments of a well-ordered social whole) 

Hobson’s treatise, consequently, is to be classified as economic 
art. But it is art in a sense much more extensive than the whole 
of the present science. It must also be classified as theory; for 
no discipline so comprehensive can do more than formulate the 
general principles that society must obey in converting finite social 
resources into social weal. The movement for social reform, if this 
be a fair representation of it, thus threatens to create, or more 
properly to re-create, the larger theoretical subject of economic art. 


III 


The finiteness of modern economics can contribute neither a 
viewpoint nor basic assumptions to so infinite a problem. For these 
the author is compelled to go to sociology. This he does willingly, 
the while overriding intellectual frontiers on the theory that the 
threads of life are so “inextricably intertwined” that the economic 
is meaningless apart from the general social situation. But, on 
such an assumption, frontiers are not really overridden; for is not 
society a ‘‘collective personality” and must it not be conceived of 
in organic terms ?? How great is his dependence upon sociological 
presuppositions is indicated by repeated references to “adaptative 
economy” and “organic development,” by the citation of numerous 

t Again, the economists who insist upon the purely positive character of value 
theory, escape by making the ethical question ante-distributive or post-distributive. 
However, most of the writers of the marginal school implicitly justify the prevailing 
system. Consequently, in view of a tacit acceptance of the /aissez-faire principle they 
are not called upon to state definitely the characteristics of the society which they 
regard as desirable. 

2 Hobson, of. cit., p. 306. 
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examples of “instincts” functioning toward social ends, and by the 
use of many analogies between the life of society and that of a bio- 
logical organism.* Still clearer proof of his assumption of the 
reality of society in the organismic whole is furnished by his state- 
ment that the greatest current need is for “‘a social soul to inhabit 
the social body.” ) 

As we have seen, the author’s problem requires him to formulate 
a working concept of social welfare. Since he has chosen the fore- 
going assumptions, we are justified in expecting his concept to be 
based upon them. His realization of the immensity of this task is 
indicated by his equivocal statement that a satisfactory standard 
will ‘emerge, when a sufficient number of practical issues have been 
brought up for consideration.” Now the primary impulse of one 
who has worked in economics is to give the term ‘‘social welfare” a 
hedonic content. However, it is at least open to question whether 
such a concept is compatible with Hobson’s [rigid assumption of 
society as an organism. It is hard to think of a sociologist who 
would definitely insist that social welfare consists of an aggregate 
of conscious feeling magnitudes. Some would go so far as very 
nearly to dissociate “happiness” and its external environment. 
Many could be found who would argue that satisfactions are rela- 
tive, not absolute things, and that the accustomed plane of material 
welfare of a society is the base line from which to measure con- 
sciously appreciated pleasures. They would likewise insist that 
difference in planes is in no sense a measure of the excess of happi- 
ness in the higher over the lower society. Some even—those most 
biologically minded—would argue that organisms act in accordance 
with their predetermined natures, and that conscious pleasure is 
rather a by-product of proper functioning than the end of the 
process. All would be able to mention essentials to well-being 
whose use is attended by no conscious increments of pleasure. 
And, finally, economists, as well as sociologists, could be found, who 
would quibble over the implications of the term utility and its 
relation to conscious appreciation of changes in condition. 

* [bid., €.g., Pp. 350-53- 

2 Ibid., p. 285. 

3 Ibid., p. 321. 
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But, waiving the doubtful point of the propriety of a hedonistic 
conception of welfare as a conscious social end, consistency requires 
Hobson, assuming that he uses the concept at all, to express it in 
organismic terms. This Hobson clearly recognizes. { He identifies 
“human welfare” with that of “society as an organic unity,’ and 
insists that our concern with economic processes must be their bear- 
ing upon the “welfare of society.”* He habitually makes use of 
the social welfare concept with organismic connotations. Thus he 
argues for generalized consumption as a necessary relief from the 
monotonous overspecialization entailed by the machine process.’ 
He defends the free access of women to the professions as a means 
to the fuller utilization of human resources. The chief argument 
which he advances in favor of granting a larger measure of leisure 
to certain classes is that periods of leisure and contemplation are 
necessary to the origination of new ideas, and that only thus can 
society make use of its full capacity for development.’ He grants 
to waste a partial vindication on the ground that it constitutes 
social experimentation in consumption.® In these, and many like 
cases, he finds the welfare he is seeking not in conscious feeling 
magnitudes, not in physical well-being or ill-being on the part of 
the individuals whom such institutions and practices immediately 
concern, but only within the confines of a larger social process. 

It is, therefore, with some surprise that one finds the concept of 
social welfare, as elaborated in the treatise, saturated with indi- 
vidualistic notions. Perhaps, however, it is inevitable, in view of 
his work in economics, that Hobson’s assumptions, terms, and 
methods of work should contain more than vestiges to indicate the 
influence of the older discipline. The most conspicuous evidence 
of this is in the things the author leaves undone. The treatise con- 
tains no theory of the appraisal of social classes on the basis of the 
social functions which they perform, or should be made to perform. 
The problem which the author undertakes seems to call for a careful 
comparison of the content of social welfare in a society stratified on 
pecuniary lines, such as ours, and in the possible alternatives to 


* Work and Wealth: A Human Valuation, p. 17. 4 Ibid., p. 83. 
2 Ibid., p. 16. 5 Ibid., p. 239. 
3 Ibid., p. 110. 6 Tbid., p. 126. 
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such a society; yet nothing of this appears in the treatise. More 
noteworthy still, with the exception of a few scattered and incon- 
sequential references to property,’ the treatise neglects practically 
the whole of the institution-framework of society. The common 
standards of social justice, the theory of individual liberty, the 
principles of contract, the right of inheritance, and like conventions, 
are all overlooked. Here, the critics of economic theory are insist- 
ing, lies the real battlefield between opposing industrial interests. 
Yet here the silence of Hobson is that of the individualist whose 
theories rest upon the assumption of the immutability of the pre- 
vailing institutional system. It is not surprising, therefore, that his 
standards of justification at times betray the same individualistic 
habit of mind. For instance, he vindicates or condemns insti- 
tutions and practices by going back to origins, and applying stand- 
ards of personal ethics, rather than by seeking to determine their 
contemporary or future contributions to social welfare. The same 
habit betrays itself in his conception of earned and unearned 
incomes,? a conception based upon the individualistic assumption 
of a direct causal connection between a personal productive contri- 
bution and its pecuniary reward. 

But his most compromising concession to individualism is his 
attempt to arrive at social welfare through the instrumentality of 
a hedonic calculus. This attempt to find social good by calculation 
is implicit in the antitheses between ‘“ Work” and “ Wealth”’ in his 
title, and between “wealth” and “illth,’’ and ‘‘welfare” and 
“illfare’’ in his text. It is also connoted by the word “ valuation”’ 
in his subtitle. But inferential evidence is not alone available; the 
statement more than once proceeds from the pen of the author 
himself. He refers to “vital or organic welfare” as an “amount.’’s 
He defines his problem as an attempt “to seek some intelligible and 
consistent method of human valuation of economic goods and 
processes.” Even more definitely he refers to his work as “a 


' Ibid., pp. 294, 298. 

2 Ibid., pp. vii, 180-87, 253-56. This is even more evident in his earlier book, 
The Industrial System: An Enquiry into Earned and Unearned Income. 

3 Work and Wealth: A Human Valuation, p. to. 

4 Ibid., p. v. 5 Ibid., p. 33- 6 Tbid., p. v. 
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human scientific calculus of industrial values.’* To what extent 
his study can meet the double and self-imposed demands of the 
assumption of the social organism and that of a scientific calculus 
it will be interesting to discover. 

A superficial examination of the treatise shows that the volume 
resolves itself into the four semi-independent divisions of Produc- 
tion, Consumption, Distribution, and the Reconstruction of Indus- 
trial Society. The author’s reservation of nomenclature does not 
conceal the structural likeness of this volume to those of individual- 
istic economics. 

In pursuance of the method of the calculus, he attempts, in the 
first two divisions, to determine the “‘human” costs and utilities 
involved in productive and consumptive processes. Unlike value 
theorists, whose problem limits them to phenomena consciously 
appreciated, Hobson essays td find all costs and utilities, “spiritual” 
as well as physical. The comprehensiveness of his search is indi- 
cated by the consideration of such productive occupations as art, 
discovery, invention, administration, and personal service, and 
such consumptive categories as sport, charity, culture, and leisure. 
He departs from conventional usage in abandoning the antithesis 
between consumption as pleasurable and production as painful,” and 
in attempting to find and measure the pleasures and pains connected 
witheach. Here his method yields admirable results. But it must 
be insisted that in enumerating the pleasures and pains connected 
with various activities the author is not calculating. A catalogue, 
no matter how exhaustive, is not a scientific calculus. 

In the third division the author attempts to deieadlh a principle 
for the proper distribution of wealth. Since he is more under the 
spell of the assumption of the “scientific calculus” than that of the 


* Work and Wealth: A Human Valuation, p. 227; see also pp. 163, 170, 317. 


2 Hobson is, of course, wrong in his implication that economic theory, even 
marginal theory, is compelled to adopt this antithesis to reach its conclusions. It is 
quite sufficient that the marginal, not every, increment of work be accompanied by 
an actual or potential excess of pain over pleasure. If an activity yields a constant 
excess of pleasure, economic theory raises the pertinent question of the effective 
limitation on its continuance. In such a case, it asks, why is not the activity continued 
until a pain does attend it, and until this pain, growing in volume, comes to equal the 
pleasure derived from its performance ? 
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“social organism,” he lays down the thesis/t that a proper distribu- 
tion is one which gives a maximum of human utilities with a mini- 
mum of human costs.’ Since the basic utilities and disutilities 
needed to translate this principle into social reality have been pre- 
viously revealed, his logical task is the application of his calculus 
to these facts. But just here it is that his method reveals its 
inability to sum up and balance the incommensurable satisfactions 
and dissatisfactions attached to different goods and processes. 
Several excursions into the particular, including an excellent 
“human” appraisal of the claims of scientific management, and an 
elaborate treatment of the distribution of leisure merely serve to 
illustrate his failure to secure scientific and calculable results. More 
than once he approaches the communistic formula, “From each 
according to his ability, to each according to his need,’ without 
perceiving what is involved in its simple terms. Neither abilities 
nor needs are absolute things. Of the many potential abilities of 
the individual society can develop and utilize only a few, and its 
use of these few is peculiarly dependent upon existing social arrange- 
ments. Needs, too, are closely related to the particular services 
which society requires. The formula begs the question; for, if it 
be accepted, the questions of the best social arrangements, the par- 
ticular kinds of ability to be nourished and exploited, and the rela- 
tive importances of different needs still remain to be solved. Yet 
the author accepts the formula with its commonly accepted conno- 
tation, without stopping to note that, thus interpreted, in its last 
clause, at least, it is thoroughly static and individualistic. Yet, as 
is to be expected, his conscious assumption of the social organism 
is potent enough to cause him to make, under the head of “cost of 
growth,’ various concessions to the future interests of society. 

The last division, devoted to a program of reconstruction, is 
merely an extension of the discussion of distribution. Here, either 
the allurement of the image of an ideal organic society, or a belated 
consciousness of the inability of calculus, when put to the test, to 
resolve the organic whole, makes his theories even more indefinite 
than before. With true middle-class conservatism he insists that 

1 Work and Wealth: A Human Valuation, p. 170. 

2 Ibid., pp. vii, 170. 3 Ibid., pp. 176-80. 
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in reconstruction proper consideration must be given “to the 
respective interests of capital, ability, labor, and the consumer.’ 
Strangely enough the scientific idea of exactness has now given way 
to the ethical notion of propriety. Little definiteness is added by 
his insistence upon co-operation,? the substitution of “social service” 
for “competitive greed,” and the enlargement of class and national 
ideals into that of the “social whole.”* To him the only practical 
limitation upon reform appears to be “the lack of strength of the 
spiritual unity of society.”’ Needless to say, his exposition occa- 
sionally slips quietly across the frontier into homiletics. 

This brief résumé indicates that, despite the merit of particular 
discussions, the authort has failed to solve his larger problem. This 
failure, as has been indicated, is at least partially due to the incom- 
patibility between his consciously accepted assumptions and the 
terms in which his thought naturally runs. His superstructure of 
sociology and his substructure of hedonistic economics are incom- 
patible in at least three respects. 

In the first place, the organic viewpoint does not allow the con- 
sideration of the utilities and costs incident to particular acts of 
production and consumption to be confined to the psychical and 
physical effects of such acts upon the individuals directly perform- 
ing them. It demands a recognition of other utilities and costs 
which can be located only in the process as a whole. To take a 
simple illustration: a utility results from the consumption of whole- 
some food by the president of a large corporation; but this utility 
cannot be appraised exclusively, or even primarily, by the gastric 
satisfactions experienced by the consumer. Nutritious food is a 
necessary instrument in rendering a person fit for the exercise of a 
superior quality of judgment, and this is likely to result in innumer- 
able utilities to a large number of persons. Likewise the costs 
incurred by an inventor in the dark days when he is working in a 
garret lead to a premature cutting off of his life and a decrease in 
the number of devices which otherwise he might have turned out. 
In such a case the social cost of the inventor’s early days of priva- 
tion are by no means negligible. Such indirect utilities and costs 

* Work and Wealth: A Human Valuaiion, p. viii. 

2 Ibid., pp. 256-68. 3 Ibid., pp. 283 ff. 4 Ibid., pp. 272-75. 
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may well be of a magnitude sufficient to entitle them to be even 
more intimately associated with the social objective than those 
immediately experienced by the individuals directly affected. Yet 
the method of the calculus necessarily excludes this larger class 
of indirect utilities and costs. But even the individual feeling- 
magnitudes definitely ascertainable by the process of the calculus 
are not the pure terms which are sought; for their quantitative 
expression, and, in many cases, their very existence, depend upon 
the rest of the situation. Again, to illustrate, it may be true, as 
Hobson insists,’ that the work of the artist contains a surplus of 
pleasure over pain, and that thus he is being paid doubly; but may 
not this surplus be directly due to the reception of an income which 
enables him to maintain surroundings conducive to work? Pare 
the income, and does it follow that the pleasure of the work remains ? 
How many utilities and disutilities are what they are, quite irre- 
spective of the general scheme of utilities and disutilities surround- 
ing them? Can we ever isolate a utility or a cost and reduce it to 
quantitative terms? Yet such isolation and measurement is 
necessary, if the method of the calculus is to be used. 

In the second place, the organic viewpoint demands that indi- 
viduals and classes be appraised in accordance with the social func- 
tions they perform. Clearly utilities and costs experienced by the 
executive of a responsible government, by the commanding general 
of an active army, or by the administrative head of a large enterprise 
are to be considered of much greater moment than those of ordinary 
citizens, soldiers, or laborers. This is not because special favors are 
due the particular individuals who occupy such positions, but 
because the welfare of the group as a whole demands that the 
occupants of such offices should be given the means necessary to 
the successful discharge of extremely difficult duties. Such con- 
sideration involves the necessity of resolving society into an 
innumerable number of functionaries whose importances have differ- 
ent social ratings. The formulation of such a scheme of ratings 
amounts to a weighting of the utilities and costs experienced by the 
individuals and classes in question. The calculus is a mere instru- 
ment and, consequently, valueless for such a task. All it can do 


1 Tbid., p. 45. 
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is to calculate on the basis of ratings otherwise determined. The 
actual making of the ratings must be based upon a conception of 
the social situation that is deemed desirable. 

In the third place, the organic method requires a careful com- 
parison of present with future utilities and costs. The very end of 
social reform is to reorganize society in such a way that individuals 
and classes will come to occupy in the general scheme of things 
positions quite different from those which they now hold. In fact, 
any social change is qualitative as well as quantitative; it changes 
the values of individuals and classes by changing the situations in 
which they are placed; and this creates enough unlikeness to make 
the two states incommensurable in any strictly quantitative sense. 
Further, where present and future interests are in conflict, it is 
impossible for the calculus to determine the consideration that must 
be given to each in a program of readjustment. In view of the 
indefiniteness of the terms present and future, the values from each 
which demand recognition in the social program defy any attempt 
at expression in terms of individual utilities and disutilities. For 
these reasons the individual limitations imposed upon the calculus 
make it an impossible instrument for the discovery of social welfare. 

It will be remembered that Hobson’s calculus was to be “‘scien- 
tific.” As we have seen, the real place for the calculus is not in the 
discovery of hedonistic phenomena, but in summing and comparing 
them; it is in resolving the facts of rank and class and function. 
A scientific problem must deal with “‘facts.”” Now the only factual 
unit in terms of which the pleasures and pains of individuals in 
different classes and societies can be compared is the pecuniary one. 
Any other unit is necessarily based upon personal ethical judgment. 
Accordingly Hobson is confronted with a dilemma. On the one 
hand, to use the pecuniary unit is tantamount to accepting the 
organization of society on its present pecuniary basis. This is 
nothing less than an identification of current with ideal social wel- 
fare and an ethical defense of the present order. On the other hand, 
if the pecuniary unit is rejected, there remains no “scientific” way 
of comparing utilities and disutilities of different classes and between 
different periods. Consequently individualistic hedonism must go. 
Monadism must surrender to a method that runs in terms of the 
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social whole. This inhibits the foundation of the system on indi- 
vidual pleasures and pains, and robs the treatise of its “scientific” 
and quantitative character.’ It is significant that Hobson’s treatise 
is thus a battle-ground between the assumptions of sociology and 
those of classical economics. 


IV 


The value of the treatise to the professional reader lies very 
largely in the substantial contribution which it makes to the litera- 
ture of economic criticism. Implicit criticism runs the length of 
the volume; but, occasionally, as in the development of the theory 
of distribution,? and in the discussion of economic method,? the 
author formally essays the critical réle. The range of his attack 
includes (the failure of economics properly to correlate itself with 
ethics,‘ the neglect of the field of consumption, the implicit accept- 
ance of the “productive point of view,”s and the lack of concern on 
the part of theory with current practical problems. The attack is 
particularly directed at the spirit, method, objects, and ethical 
implications of “marginalistic doctrines.”® This criticism can be 
summarized under three heads. 


The first criticism is against the assumptions underlying mar- 
ginal theory. This attack has two principal objectives. The first 
is the preconception of rationality of judgment, the neglect of in- 
stinct as a motivating force, and, in general, the whole psychology 
of economics.’? The criticism falls just short of its mark, because 
the author fails to take account of the economic concepts of “nor- 
mality”’ and the “margin.” Marginal theorists are inclined to 
admit many instances of the instinctive, and even of the irrational, 
character of economic judgment. They argue, however, that when 
doubt is present, and consequently the judgment has to be made 

* Hobson’s sociology at times seems to be of the absolute type that discovers 
society by aggregating individuals. At others it is the shop-worn article fashioning 
society as a biological organism. On the whole it has too much of Spencer in it to 
meet Hobson’s purposes. 

2 Work and Wealth: A Human Valuation, pp. 170-78. 

3 Ibid., pp. 320-61. 

4 Ibid., pp. 9-12. 6 Tbid., p. 172. 

5 Ibid., pp. 3-9. 7 Ibid., pp. 33, 129, 171, 331 ff. 
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“at the margin,” the element of rationality is usually present. 
They insist, too, that, because of their consequences, irrational 
judgments are not likely to be repeated; in short, that they are not 
normal. The question at issue, therefore, seems to be the validity 
of the assumption of normality. Marginal theorists would not 
stop here, but would be inclined to take the offensive by insisting 
that Hobson is involved in a contradiction in denying rationalistic 
judgment and in establishing his own conception of social welfare 
upon hedonistic assumptions. An adventurous theorist would push 
this argument by insisting that, if things are wrong, as Hobson 
insists, instincts are not functioning properly. If then individual 
judgments are not rational and instincts are non-dependable, 
Hobson can seek to accomplish a definite social purpose only upon 
the assumption of the possibility of rationality in collective judg- 
ments. Or, to express it briefly, to collective judgments that have 
social welfare in view there appertains a possible rationality that 
is absent when only individual welfare is considered. 

The other presupposition attacked is the mechanical character 
of the science and its use of the quantitative method.’ This is, of 
course, alike inconsistent with his own use of the hedonistic calculus 
and a necessary outgrowth of his sociological assumptions. It can 
be explained only when we remember that it appears in the last 
chapter of the book; that it is used primarily, not in a pure discus- 
sion of method, but as a convenient means for attacking the mar- 
ginal utility theory; and that, despite its general form, it is not so 
much a protest against the quantitative method as against the 
expression of economic quantities in pecuniary terms. It is, in 
brief, an attack on the “purely quantitative calculus of money.’ 
In passing it may be mentioned that Hobson’s skill in handling 
many weapons is attested by his use of the recent philosophical 
attack on the validity of the assumption of the uniformity of nature.’ 


The second criticism is directed at the ‘‘ gospel of marginalism.””* 
The basis of the attack on the marginal theory of value is a denial 
of the validity of the pecuniary calculus. Hobson questions the 


* Work and Wealth: A Human Valuation, pp. 330-31. 
2 Tbid., p. 7. 3 Ibid., p. 331. 4 Ibid., p. 175. 














ECONOMIC THEORY AND “SOCIAL REFORM” 579 


truth of the assumptions that goods which are used as complements 
are evaluated in isolation, that a combination of certain definitely 
selected goods is capable of variations in the proportions between 
its elements, and that the valuations of the latter are through the 
additions or subtractions of minute increments. He insists rather 
that a fixed scheme of life or a customary program of consumption 
determines the quantities of goods to be consumed and their pro- 
portions to each other. A breakfast, for instance, includes a num- 
ber of complementary goods; its value resides in the whole, not in 
separate goods, and much less in increments of those goods. The 
individual selects the entity; he does not choose particular articles 
in varying combinations from a larger group by a nice process of 
calculation.t Hobson, of course, denies a necessary connection 
between the utilities and the prices of commodities. This takes 
the form of a denial of the existence of a measurable utility prior to 
price determination and an insistence that theorists form their 
judgments of the relative utilities of commodities, not only after, 
but because of, a predetermined price relation between them.? 

A necessary corollary of this criticism is an attack upon the com- 
plementary productivity theory. This consists of two arguments: 
First, the only test of productivity is what one gets. Since pro- 
ductive processes are joint processes and since separate products 
do not emerge, it is impossible to find such a phenomenon as per- 
sonal productivity except in the personal income received. The 
theory consequently becomes the truism, “‘One gets what he gets.” 
Secondly, it rests upon the three false assumptions ‘‘of normal facts 
and forces,”’ of the infinite divisibility of forces and the perfect 
mobility of the factors of production, and of “a statical condition 
of industry.”? The question is complicated, and space is not 
available for a discussion of the many controverted points. How- 
ever, it may be remarked that it seems somewhat inexact to call a 
conclusion which makes explicit what is implicit in such a group of 
assumptions a truism. The arguments advanced by the author are 
vigorous, pertinent, and keen. They will carry assurance to many 
confirmed protestants and will seriously disturb many whose doubts 
have just begun. 


t Ibid., pp. 330-35. 2 Ibid., p. 334. 3 Ibid., pp. 173 ff. 
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It is unfortunate that the effect of such trenchant criticism 
should be lessened by careless statements that reflect upon the 
author’s understanding of things quite fundamental. A case in 
point is that of the margin. Hobson speaks as if the nature of the 
theory imposes a requirement of an equivalence in utilities on the 
part of articles having the same value.’ Nothing is more rigidly 
insisted upon by the marginal theorists than the proposition that 
the value of an article does not depend upon its own marginal 
utility.2 Consumption goods are combinations of simpler elements, 
all the units of each of which must have a uniform price. Therefore, 
the value of a supermarginal product can be no greater than that 
of a marginal product which contains in a different form the same 
combination of elements; yet the utility of the former may be much 
greater than that of the latter. It is just this that makes “the law 
of costs’’ such an important part of the marginal utility theory of 
value. 

Hobson also speaks of an equivalence in values of the marginal 
increments of the elements which go into a finished product. It 
is difficult to think of an exponent of marginal doctrine, with the 
possible exception of Wicksteed, who would give his assent to this 
interpretation. There exists no utility unit which, prior to price 
determination, can be used as a common measure of the elements 
in question. Since the component parts are material goods or per- 
sonal services of different kinds, they have no common physical unit 
of measurement; hence the statement, if interpreted to mean a 
physical unit of each, becomes meaningless. But even if by the 
last increment is meant ‘the last pennyworth,” or the last dollar’s 
worth, of the ingredient, the statement does not necessarily hold 
if one of the elements is itself a composite product. In such an 
event the case becomes that just disposed of. Finally, if we are 
concerned with a product composed entirely of primary elements 
the argument breaks down, if the demand for one of the elements 
is inelastic, and if the last increment of demand comes in at a figure 
in excess of the highest disutility cost involved in supplying the 


* Work and Wealth: A Human Valuation, pp. 32, 334- 
2 See, e.g., Bhm-Bawerk, The Positive Theory of Capital, pp. 223-34. 
3 Hobson, op. cit., p. 332. 
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quantity demanded.* The question at issue then becomes whether 
inelasticity of demand is compatible with the necessary assumptions 
of the marginal theory. That question the author does not discuss. 
The range of these exceptions seems to indicate that this idea of 
equivalence of utilities at the margin is no essential part of the 
marginal concept. 

Much more serious are implicit admissions which amount vir- 
tually to giving away the author’s case. In discussing the advisa- 
bility of restricting production he allows himself the conventional 
argument that the last increment produced not only entails the 
greatest human cost, but yields the smallest human utility.2 This 
is equivalent to saying that the utility yielded by the last unit, 
which is marginal, is smaller than that yielded by the first super- 
marginal unit, and still smaller than that yielded by the second 
supermarginal unit. If a unit were sacrificed, the marginal unit 
would have to go, and those who now consume it would have to do 
without. It is evident that this is not because the feeling mag- 
nitudes experienced by its consumers are smaller than those ex- 
perienced by the consumers of the first or second supermarginal 
increments, but because their purchasing power is smaller.’ 
Those who can pay more, in consequence of that very ability, will 
continue to consume after the quantity has been reduced and the 
price has been raised. Hobson, accordingly, is using the pur- 
chasing power of the consumers as a test of the magnitude of 
social utilities. This is nothing else than making pecuniary wealth 
a measure of the relative social importance of consumers, and thus 
identifying it with social welfare. In this Hobson is abandoning a 
position, not only essential to his own protest against ‘‘marginalist 


* Since the purpose of this article is not to dispose of the questions raised by 
Hobson’s treatise, space is not available to make a distinction between the pure 
utility and the utility-disutility theories, and to work out this argument separately 
foreach. The disutility factor is admitted above because of its usual implicit admis- 
sion by even those authors who explicitly deny its influence and because of the impor- 
tance which Hobson attaches to it. 


2 Work and Wealth: A Human Valuation, pp. 234-35. 


3 A part of the increment cut off no doubt went to supply less intense wants of 
those who also purchased parts of other increments. But the point is that not all 
of it was consumed by those who consumed the other increments. 
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doctrine,” but also of the greatest strategic importance in any 
attack on the ethical implications of orthodox theory. 


The third criticism, which is a necessary complement of his 
attack on theory, has as its objective the individualistic theory of 
the relation of the state to industry. Hobson refuses to identify 
wealth with welfare, and insists upon a distinction between 
“human” and “competitive” distribution.' His protest against 
laissez-faire is based upon the arguments just enumerated, and its 
main outlines, for that reason, require no specific presentation. 
In this connection it is sufficient to remark that its validity depends, 
not upon any novelties in presentation, but upon its assumptions. 
It is interesting to note that the protest is against individualism as 
a social, as well as a political, philosophy. One of the ablest dia- 
tribes is directed at the optimistic philosophy of Benjamin Franklin 
and Samuel Smiles, which is, “ Be thrifty, and you will be happy.” 


In closing, let us institute a brief comparison between Hobson’s 
theory, as he has actually elaborated it, and that of his antagonists. 
Both are hedonists, and both put their trust in the efficacy of an 
economic calculus. The neo-classicists cling to the assumption of 
rationalistic judgment. They still insist, less tenaciously than 
formerly, but none the less vigorously, upon pecuniary motivation 
as a means alike to the proper organization of industrial society 
and to the equitable distribution of wealth. They still maintain, 
at least implicitly, that the current normal scheme of values as an 
entity, embracing as it does a scheme of distribution, rests upon a 
superstructure of utilities and disutilities in such a way as to yield 
the maximum surplus of satisfactions. Hobson, while denying 
rationalistic judgment, is in accord with this argument to the extent 
of admitting that distribution should rest upon this basis; but he 
maintains that the current scheme is out of harmony with this 
hedonic ideal. And it is precisely for that reason that he would use 
social control as the means of establishing the desired equilibrium. 
Both admit that the universe has been so contrived that the inter- 
ests of the individual and society are identical. Strange as it may 


* Hobson, Work and Wealth: A Human Valuation, p. 170. 
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appear, eighteenth-century and twentieth-century social reform are 
at one on that point. The individualistic economist, however, says, 
“Let the individual alone; in serving his own interests he will be 
furthering the interests of society.”” The social reformer retorts, 
“Let society alone; in serving its own interests it will be furthering 
the interests of the individual.”’ So the point at issue, on commonly 
accepted hedonistic assumptions, is the ethical character of the sys- 
tem which competitive price as an organizing force establishes. It 
is as an attack upon the ethical character of competitive society 
that the book is most valuable. 


V 


By way of summary, Hobson’s contribution to economic litera- 
ture will be briefly indicated: 

First, it makes several valuable contributions to the literature of 
particular subjects. Since this article is an attempt to appraise the 
work as a whole from the standpoint of theory, it has been unjust 
to the author in that it has precluded the attention to particular 
discussions to which their intrinsic merits entitle them. 

Second, it is valuable as a contemporary theoretical document. 
It is an early—perhaps a premature—attempt to reduce the current 
social-reform movement to a definite theoretical statement. Within 
the discussion itself the assumptions of sociology and economics are 
striving for mastery of the author’s thought. The volume presents 
an actual battlefield where processive, organismic, qualitative 
method is breaking syllogisms with pecuniary, individualistic, 
quantitative procedure. And, if the author halts compromisingly 
between individualism and collectivism as a fundamental basis for 
the reconstruction of society, he merely reflects the more faithfully 
the current movement for social reform. 

Third, it reveals, at least more clearly than before, many of the 
points at issue between neo-classicism and the theory implicit in 
progressivism. These include the question of the positive or the 
ethical character of theory and the possibility of its enlargement to 
include many things now external to it; the question of whether its 
assumptions should be individualistic or collectivistic; the question 
of the validity of particular assumptions, such as rationality of 
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judgment, pecuniary motivation, and the susceptibility of economic 
phenomena to purely quantitative treatment; and the questions of 
the validity of the marginal utility and the specific productivity 
theories, and particularly of their ethical implications. Whether 
the result will be to justify the absolutists by leading to a more 
careful restatement, under opportune provocation, of the principles 
of economics currently accepted, or to vindicate the relativists by 
causing far-reaching modifications in the point of view, scope, 
methods, and objective of theory, it is not the purpose of this article 
to inquire. Such an inquiry would commit the impertinence of 
attempting to solve tne problem of the fundamental nature of the 
universe. 


WaLtTon H. HAMILTON 


UNIVERSITY OF CHICAGO 














AN APPLICATION OF COST ACCOUNTING IN 
RATE-MAKING 


Can the principles of cost accounting be applied consistently 
in the general field of transportation? This question has been 
asked may times in recent years, and it is assuming added interest 
now that the decisions both of the Supreme Court and of the Inter- 
state Commerce Commission are tending strongly toward a 
separation of costs in the different lines of railway service. The com- 
plete solution of the problem is hardly to be expected at the present 
time, or perhaps even in the immediate future, but it is no exag- 
geration to say that two state investigations which have recently 
come to public notice represent at least a step in this direction. 
One of these is the Minnesota express rate case,’ concluded as 
early as 1910. The other is the Wisconsin express rate case,? 
decided in May, 1913. The problem in these two cases was the 
same: to determine revenues and expenses in intrastate express 
business and from these to draw conclusions as to the reasonable- 
ness of local express rates. Both cases were based upon the cost 
principle, but, as will be seen, the cost principle was approached 
from different angles; and both gain their significance through the 
light they throw upon the possibilities of further application of this 
principle. 

The Minnesota case followed throughout the so-called expense- 
unit method. In its essence it represented simply an effort to 
determine the expense of earning a dollar in intrastate express busi- 
ness and from this to deduce the reasonableness, or the unreason- 
ableness, of the express rates in force in the state. Stated more 
broadly, the procedure was to determine the value of all property 
used in business assignable to the state, to apportion state revenues 
and state expenses, and to calculate the return on the investment. 


* Minnesota Railroad and Warehouse Commission: State of Minnesota vs. 
Wells, Fargo & Co., Express. 

2 Railroad Commission of Wisconsin: Merchants’ and Manufacturers’ Asso- 
ciation of Milwaukee vs. Wells, Fargo & Co. et al. 
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The significance of this case lies chiefly in its contribution to 
the methods of determining state revenues and state expenses 
in the express business. The railroad side of express transactions 
was introduced only incidentally, and somewhat superficially, to 
show that the percentage of gross earnings paid to the railroad 
company was unduly high. Moreover, the procedure in the case 
as a whole was open to three main objections, one of which at least 
is serious. These objections were: (1) the extensive use of esti- 
mates and apportionments when actual figures were available, 
(2) alleged inaccuracy arising in the translation of accounts from 
a monthly to a yearly basis, and (3) the inclusion in Minnesota 
revenues of earnings from business other than transportation con- 
ducted entirely outside of the state." 

The Wisconsin case was based upon the cost-unit principle 
and represents in many ways the most consistent and far-reaching 
application of this principle that has yet been made in the practice 
of rate-making and rate-judging. The object here was to test the 
reasonableness of express rates in the state, not only by a com- 
parison of revenues and expenses, but by a direct calculation of the 
actual cost of carrying a pound, or more conveniently a hundred- 
weight, of express matter in the ordinary course of express business. 
This procedure involved, on the express side, a determination of the 
investment in Wisconsin business, an apportionment of revenues 
and expenses to the state, a division of the latter into intrastate, 
interstate, and transstate, and a computation of shipment costs, 
weight costs, and the express portion of movement costs. On the 
railroad side, it involved a determination of the railroad investment 
in the state, a division of the freight and passenger business on the 
whole line and a subdivision of the latter between the whole line 
and the state, a separation of passenger and express revenues and 
expenses, and a calculation of movement costs and the railroad 
portion of weight costs and shipment costs. From these calcu- 
lations an effort was made to construct a schedule of rates running 
to the actual costs of the services performed and including allowance 
for taxes, working capital, and a return of 7 per cent on investment. 


t For a full discussion of this case see the Journal of Accountancy, February, 1915, 
pp. 107-17. 
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The investigation in the case was made to cover the business 
of all the express companies operating in the state, but the cal- 
culations were based more specifically upon the operations of 
Wells, Fargo & Company and the Chicago, Milwaukee & St. Paul 
Railroad. Some of the difficulties which arose in the Minnesota 
case were avoided. The period chosen for consideration was the 
entire fiscal year ending June 30, 1910, direct allocations were 
made whenever reliable figures were available, and earnings from 
business other than transportation were included, in the main, 
only when they accrued within the state. 

The chief purpose of the investigation was, of course, to deter- 
mine the reasonableness of the express rates and the adequacy of 
the express service in the state of Wisconsin. Much of the mate- 
rial introduced into the case was devoted to this side of the subject. 
Interesting as this material is, and important as it is from the 
general standpoint of express rates and practices, it would seem 
best for present purposes to put it to one side and simply to trace 
through the application of the cost principle. 

As the item of gross earnings figured in a number of the cost 
apportionments, the first important step in the computation was 
to determine the revenues, both express and railroad, attributable 
to the state and divisible between whole line and state, between 
state and intrastate, and between the different lines of transpor- 
tation service. Applied to express revenues this consisted in a 
calculation of the Wisconsin portion of the earnings from all oper- 
ations touching the state and a separation of these earnings on the 
basis of interstate and intrastate transactions. On the railroad 
side it consisted in a determination of freight and passenger earn- 
ings for the whole line, a determination of freight and passenger 
earnings in the state of Wisconsin, and a separation of passenger 
earnings into revenues derived from express operations and revenues 
derived from other sources—passenger traffic, mail, outside oper- 
ations; etc. The separations in both cases were made mainly by 
means of direct allocations; that is, from the books and special 
reports of the companies, checked and tested by experts in the 
employ of the Commission. There were a few exceptions. In 
the express business revenues from money orders, travelers’ 
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checks, and telegraphic transfers were divided between state and 
intrastate on the basis of previously allocated terminal expenses, 
and in the railroad business a few miscellaneous items were divided 
between the whole line and Wisconsin on an overhead basis. 

A similar preliminary step was necessary in connection with the 
number of express waybills for the year ending June 30, 1910, the 
latter being used in separating several of the expense items in the 
express business and farther on in computing the number of ship- 
ment handlings. In order to determine the number of waybills 
an actual check of the various express agencies in the state was 
made for the months of June, July, and August, 1910, and the 
average charge per waybill thus ascertained was applied to the 
total charges for the year. The data in connection with other 
bases of apportionment were made up partly by independent cal- 
culations, but mainly from the reports of the companies concerned. 

The great problem of the investigation, however, lay in the 
effort to find and apply these bases in an equitable way in appor- 
tioning expense accounts to the different lines of railway and 
express service. The details which this separation involved have 
been mentioned in a general way in a preceding paragraph. In 
effecting this division of accounts three main principles were taken 
as starting-points: (1) direct allocations were made whenever the 
nature of the accounts was such as to make these allocations 
possible; (2) accounts which fluctuated materially from year to 
year were made up from an average of the two years ending June 
30, 1909, and June 30, 1910; (3) apportionments followed the 
general accounting principle that accounts incapable of direct 
allocation may be apportioned on the basis of the accounts to which 
they are most closely related. 

On the express side the task presented no unusual difficulties. 
It consisted mainly in a consideration of the forty-eight primary 
items of expense and a division of the accounts, together with taxes 
and return on investment, between whole line and state and between 
state and intrastate. A number of these accounts were allocated 
directly and most of the rest were found to be capable of appor- 
tionment on such bases as revenues, overhead, and waybills. 
The extent to which direct allocations were made is indicated 
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by the fact that $291,227.85 was so allocated out of a total 
operating cost in the state of $377,435.14. In both the railroad 
and the express business accounts were occasionally separated 
partly by direct allocation and partly by apportionment. 

On the railroad side the problem was more complex. Specifi- 
cally the separation here involved the following calculations and 
apportionments: (a) freight and passenger expenses on the whole 
line; (5) operating expenses incident to express on the whole line; 
(c) freight and passenger operating expenses in Wisconsin; (d) 
operating expenses incident to express in Wisconsin; (e) operating 
expenses incident to intrastate express in Wisconsin; (/) taxes and 
return on investment. It is natural that in the separation of these 
accounts recourse should have been had more frequently to special 
calculations and to apportionments on a more or less arbitrary 
basis. When we consider, however, the complexity of the problems 
involved and the variety of the interests represented, the number 
of such apportionments seems remarkably small. Omitting the 
division of expenses between the whole line and Wisconsin, which 
was based upon figures furnished by the company and tested and 
approved by the representatives of the Commission, the great 
majority of the apportionments were made upon five main bases: 
(a) ton-miles; (b) overhead; (c) gross earnings; (d) revenue train- 
miles; (e) car-miles. These bases were derived and applied in 
connection with the following controlling considerations: (1) 
accounts varying with the amount of traffic were apportioned on 
the basis of ton-miles; (2) accounts which are independent of the 
amount of traffic, or which may be regarded as independent expenses 
belonging to several lines of service, were apportioned on the basis 
of gross earnings, the theory being that, laying aside the logical 
difficulty involved, each service should contribute to these expenses 
in proportion to its revenue; (3) certain accounts of a general 
nature were apportioned on an overhead basis. It is only fair to 
add that in the records of the investigation the reasons for each 
apportionment are fully and ably explained. 

The story of the apportionments can best be read in Tables I 
and II. It is necessary, however, to warn the reader that these 
tables do not tell the whole story and that they should not be 
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made the basis of criticism on that account. Details have 
necessarily been omitted, and the tables have been inserted to 
indicate the trend of apportionments, rather than to show the 
actual apportionment in any specific instance. 

The estimate of expenses included, as we have seen, taxes and 
a return of 7 per cent on investment. Taxes offered no particular 
difficulty, being computed directly from sums actually assessed 
and paid in. In determining the investment in the state, the 
Commission did not at this point enter upon the intricate problem 
of valuation. For the express company the valuation of physical 
property was taken at its cost, or inventory, value as derived from 
the tax commission reports for 1909 and 1910, and the balance of 
current assets and materials and supplies on hand were apportioned 
to the state on the basis of operating expenses. The value of the 
railroad property was based upon previous records of the Com- 
mission, and is described as “‘the cost of reproduction new of all 
operations in Wisconsin.”* These items were apportioned to the 
various lines of service on the basis of operating expenses. 

From the foregoing calculations it was possible to ascertain 
the total express company costs and the total common carrier costs 
which arose in connection with express operations in Wisconsin. 
The specific figures were as follows: 

State: 


Express company costs $393,570.00 
Common carrier costs 302,106.00 


Total costs $695,576.00 


Intrastate: 
Express company costs $185,573.17 
Common carrier costs 87,300.00 


Total costs $272,873.17 


These figures disregard, of course, the claim of the express com- 
pany that the 55 per cent of gross earnings paid for service rendered 
by the railroads should be included as a part of its costs. On this 
point, the Commission took the position that movement costs are 
evidently higher in interstate business, and that even granting that 
reasonableness of the payment for the company as a whole should 


* Opinion, p. 33. 
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* In accounts 2, 3, 4, 5, and 13, the first fraction represents “wear,’’ the second “weather.” 
t Exclusive of mail and express. 

t Arbitrary and switching mileage. 

§ Express car. 

q Exclusive of switching. 
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not be questioned, it did not follow that 55 per cent would be the 
proper amount in intrastate business. Revenues on intrastate 
business amounted to $355,611. 14. 

Now, an analysis of the expense accounts and the operations 
they represent revealed the fact that in the great majority of cases 
it was possible to separate the costs and to attribute them directly 
to the specific services performed as the shipments passed from 
consignor to consignee; in other words, that there was a fixed 
minimum cost applying to every shipment in each of its several 
stages of transportation. There was, for example, an initial ex- 
pense for every shipment, which was practically the same whether 
the shipment weighed ten pounds or one hundred pounds and 
whether it traveled fifty miles or five hundred miles. Such services 
as weighing, receipting, way-billing, entering into accounts, and 
tracing in case of loss would be practically the same, regardless of 
weight or distance. This is also true of wagon service, though with 
important limitations. These costs clearly include the greater 
part of the express company expenses and only a small part of the 
railroad expenses, and the unit for costs of this kind is the shipment. 

In addition to shipment costs there are also elements of cost 
which vary almost exclusively with weight. Weight evidently 
exerts a great influence upon cost in pick-up and delivery service 
and in handling shipments at stations and at transfer points. 
Both shipment costs and weight costs are largely terminal costs, 
and they make up a considerable portion of the express company 
expenses and a smaller portion of the railroad expenses. The unit 
here is the pound, or more conveniently the hundredweight. 

The third element of cost varies with the distance the shipment 
moves. The element of weight is also a factor here and so this is 
more accurately called the weight-distance cost, representing the 
product of weight and distance. Naturally most of the railroad 
items come under this head. A small number of railroad expenses 
are, of course, independent of distance, and these are included in 
the specific costs attributed to shipment and weight. On the other 
hand, a few of the express company costs, such as transfer and 
messenger service, are influenced by length of haul, and these are 
accordingly included in movement costs. The commodity which 
the railroad is conceived as furnishing is in reality ton-miles, or 
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cubic-foot-miles; that is, “it moves cars containing a certain num- 
ber of pounds or cubic feet of express matter a certain number of 
miles.” It is probable that in the particular traffic which char- 
acterizes the express business size really affects movement cost 
more than does actual weight. Nevertheless weight may be 
accepted, with certain reservations, as a measure of space, and the 
unit of weight-distance cost thus becomes the pound-mile, or more 
conveniently the hundredweight-mile. 

The foregoing are, to be sure, not the only cost elements in the 
express business. Other considerations affect the case, but they 
are of relatively small importance. The most important of these 
considerations are number of packages, risk, and size. Proper 
rules of aggregating cover any inequalities that may arise in con- 
nection with the number of packages. Risk is partly accounted for 
in weight and distance costs, and extraordinary conditions in this 
respect may be met by higher classifications. Size probably plays 
a greater part in cost than does actual weight, but weight is at any 
rate a rough measure of size, and for extremely bulky articles 
recourse may be had again to classification. In the great majority 
of cases, however, the three elements to be considered are shipment 
cost, weight cost, and weight-distance cost. 

The problem, therefore, of constructing a schedule of rates 
running to the services in which the costs were incurred, resolved 
itself into a separation of the various expense accounts into the three 
costs named above and a determination of the number of shipment 
units, weight units, and weight-distance units represented in the 
Wisconsin business. This process, like that of apportioning 
expenses along the various lines of railway and express service, 
involved a vast amount of study and a multitude of considerations 
whose details must be omitted or else barely touched upon here. 

For the purpose of deriving these costs the calculations were 
made to include the entire Wisconsin business, instead of the 
intrastate business alone. The reason for this was that the major 
portion of the Wisconsin costs were actual allocations, while the 
intrastate costs were, in the main, apportionments, and that the 
total Wisconsin costs were given in a manner better suited to cost- 
analysis purposes. Wisconsin costs included the terminal costs of 
intrastate and interstate business and the movement costs of intra- 
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state, interstate, and transstate business. The reduction of total 
costs to unit costs thus consisted in reducing the number of ship- 
ment units handled in Wisconsin to two-handling equivalents, to 
represent complete transactions, and in relating to them the total 
weight-distance units. 

In order to separate these costs into their constituent elements, 
expense accounts were analyzed and arranged in groups, and the 
division then effected, in each instance, after a careful study of 
the operations involved and a relation of these operations to the 
number of shipments, to the weight of shipments, and to the pro- 
duct of the weight of the shipments and the distance they traveled. 
This involved the consideration and appraisal of a number of con- 
flicting details such as the inclusion of money-order business and 
other non-express operations, the proportion of weight costs 
attributable to pick-up and delivery and again to actual movement, 
the railroad cost element in shipment and weight expenses, the 
express cost element in movement expenses, etc. The grouping 
of the expenses and the percentages of these expenses attributed 
to each of the cost items were as follows: 


TABLE III 








Shipment Weight-Distance 





A. Express company costs— Per Cent 
Agency and office expenses .. 20 9.0 
Wagon and stable 30 0.0 
Transfer and train ‘ 21.4 57.2 
Other expenses ‘ . 23-3 16.0 

. 23-3 16.0 
Return on investment ’ 23.3 16.0 

B. Common carrier costs z 2.0 95.0 


Total costs ‘ 14.0 50.3 

















Total express company costs were thus divided as follows: 
shipment, $238,994; weight, $91,640; weight-distance, $62,936. 
Common carrier costs were: shipment, $9,063; weight, $6,042; 
weight-distance, $287,001. Combining the two gives the following 
distribution of the total costs of $695,676: shipment, $248,057; 
weight, $97,682; weight-distance, $349,937. 

The total Wisconsin expenses having been distributed among 
shipment costs, weight costs, and weight-distance costs, the next 
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step was to determine the total number of shipment, weight, and 
movement units in the Wisconsin business. This was done sepa- 
rately for merchandise and “‘special’’ business. 

The total number of shipment units was computed from ship- 
ment handlings for the fiscal year ending June 30, 1910. These last 
were based upon the number of waybills in Wisconsin business, 
estimated by applying the average charge per waybill as found by 
actual check for the months of June, July, and August, 1910, to the 
total charges for the year in question. 

Weight units and weight-distance units were calculated sep- 
arately for intrastate, interstate, and transstate business. In order 
to find the number of pounds and hundredweight miles of intra- 
state shipments an actual check of the largest agencies in the state 
was made for three days, and the average number of pounds per 
dollar and the average pound-mile per dollar thus obtained were 
applied to the total intrastate revenue for the year. These results 
were then averaged with results derived by applying the average 
pounds per shipment and the average length of haul to the total 
intrastate business for the year. Interstate units were derived 
in a similar way, except that the charges on interstate shipments 
were divided by two in order to place the shipments on a two- 
handling basis. Hundredweight-miles for transstate business were 
obtained by ascertaining the hundredweight-miles of this class of 
business for one week and calculating from this the business for 
the year. There were, of course, no terminal costs here and hence 
no shipment units or weight units. The number of shipments and 
the number of pounds thus include intrastate and interstate ship- 
ments, and hundredweight-miles include intrastate, interstate, 
and transstate shipments. 

The total number of units in Wisconsin business were thus 
ascertained to be: shipment, 1,307,027; weight, 53,371,831; 
weight-distance, 94,392,654. By applying these figures to the 
total costs already shown the following separate costs were 
obtained: 

Shipment 18.95 cents per shipment 
o. 1830 cent per pound 
Weight-distance 0.3707 cent per hundredweight-mile 
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The foregoing figures are based upon the assumption that 
merchandise and “special” business were equally costly to handle. 
The conditions under which the “special” business was handled, 
however, were such as to warrant the conclusion that this business 


Total CHART I 
Cash 


$5.00 


50 100 )6=s«I5O0—s 2002's 2550——s—s«-5000 350 400 450 500 


is handled at smaller cost than the regular merchandise business. 
Calculations were made showing unit costs under various assump- 
tions as to the percentage relation of the costs on special business 
to the costs on merchandise business, the figures varying from those 
given in the preceding paragraph to 21.41 cents per shipment and 
0.2172 cent per pound. It seemed best, therefore, to use the 
nearest even figures in the construction of a tentative schedule. 
How the charges would run under the proposed system can be 
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seen from TableIV.* The general trend of a system of rates worked 
out on this basis is shown in Chart I. The fact should be kept in 
mind that both Table IV and the chart represent charges based 
upon fixed unit costs, without reference to practical considerations 
in connection with classification, distance, etc. 


TABLE IV 


Cost, In CENTS, OF ExPRESS SHIPMENTS, CLASSIFIED BY WEIGHT OF PACKAGE 
AND BY DISTANCE 








WEIGHT oF PACKAGE 





| 
! 
| 


























s Lbs. | ro Lbs. | 25 Lbs. | 50 Lbs. | roo Lbs. | 200 Lbs. 

20 cents per shipment.......... 20 20 20 20 20 20 
©.2 cent per pound............. I 2 5 10 20 40 
Total terminal costs.......... 21 22 25 30 40 60 
Movement cost, 10 miles. ..... 0.2 0.4 I 2 4 8 
Total cost, 10 miles......... 21.2 | 22.4 26 32 44 68 

0 ee Oe Gan eeees 21.4 22.8 27 34 48 76 

- Me geetionaas 22 24 30 40 60 100 

“ a ane 23 26 35 50 80 140 

si al Sig OR? Me 24 28 40 60 100 180 

= val ee er ee 25 30 45 7° 120 220 

- PT - glacai ina qiat 27 34 55 go 160 300 

- Se  otica an eced 29 38 65 IIo 200 380 

i i 31 42 75 130 240 460 








The records of the case contain many impressive facts concern- 
ing the incidence and amount of express charges in general, and 
concerning express practices in Wisconsin in particular. These 
facts have their place and uses, and their importance is not to be 
overlooked. The significant thing in the investigation, however, 
is the theoretical bearing it assumes through its consistent appli- 
cation of the cost principle and the apparent dependability of its 
results. It does not offer a complete solution of the problem of 
cost apportionment in the transportation service, but it does 
represent an important step in this direction; and without mini- 
mizing the exceptional difficulties that attend this cost separation, 
it shows that the task is neither so elusive nor so impossible of 
accomplishment as many authorities have been inclined to believe. 

RoBERT H. TUCKER 

UNIVERSITY OF WISCONSIN 


* Made up from a similar table in the Opinion of the Commission, p. 39. 

















THE PUBLIC INSURABLE INTEREST 


The possession of property exposed to destruction by the ele- 
ments necessarily places the owners thereof in a position of holding 
a wager with fate. The ruin of men in the early days of commerce 
through the loss of such wagers as an outcome of disasters, as by 
fire or shipwrecks, led to the practice of lessening the risk of fate 
to the individual property-owner, through his entering into a 
counter wager or hedge with his fellow-men by a payment in 
advance to induce someone else to share in the risk. The practice 
of insurance became thus established without any specific provision 
of law. Later, such wager contracts were also to some extent 
entered into by parties having no property exposed to the elements. 
Later yet, or so soon as jurisprudence became shaped by a per- 
ception of the immorality of needless gambling, the courts of all 
nations recognized the necessity of establishing a distinction’ 
between the legitimate risks covered by insurance and the illegiti- 
mate risks of gambling, and adopted a broad rule that insurance 
can be legally issued solely to those who may have an ownership 
or direct interest in a property exposed to risk of the elements or 
fate, or, as it is termed, an ‘“‘insurable interest.”” Insurance 
contracts under this rule are permitted in almost any form the 
property-owner may desire. The term “insurable interest’’ has 
been broadly interpreted by the courts to apply to the owner of 
every sort of right in the business—creditor, trustee, consignor, 
consignee, indorser, lessor and lessee, mortgagor and mortgagee, 
purchaser, stockholder, and various other interests. The courts 
further recognize contingent interests as against loss of rents or of 
trade following a disaster, or legal liability, as for fire extending to 
neighbors as in France. Such peril may become greater than the 


*“Tt is, therefore, essentially different from ordinary commercial transactions, 
and, as we have seen, according to the sense of the world from the earliest times, 
certainly the sense of the modern world, is of the greatest public concern.”—German 
Alliance Insurance Co., v. Kansas, 233 U. S. 389. 
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value of the property owned and is recognized as an “insurable 
interest”’ in all courts. 

That the insurance contract is none the less in the nature of a 
wager contract has always been recognized, as by Anson,’ Marshall,” 
Hadley,’ and in recent legislative reports,* but the absolute neces- 
sity for insurance as a matter of public policy is also held to be a 
moral justification for a ratification of the form of wager; and 
surely it is better that a man should safeguard with his fellows 
rather than be compelled to wager risk of ruin at the hands of fate. 
The public policy of the world respecting insurance rests simply 
and solely on the doctrine of the equity of the “insurable interest.”’ 

Observe, however, that the “‘insurable interest” is a private 
interest as owner, creditor, trustee, or other direct interest in prop- 
erty, and always for private, not public, account. This fact alone 
is a fair reason for skepticism as to the merits of the “insurable 
interest”’ as a basis for court practice, on the broad ground that a 
public policy cannot rightly be based per se on any form of indi- 
vidual interest and cannot be righteous unless it can be shown 
that in practice such individual interest shall fully coincide or square 
with an inherent public interest. The writer believes in fact that 
“insurable interest” on the part of an insured person is not an 
adequate basis for any public policy, that it is immoral as gauged by 
the results of its universal use as such, that it is not a fact pertinent 


: “A man who bets against his horse winning the Derby is precisely in the same 
position as a man who bets against the safety of his own cargo.” 

“The law forbids A to make such a contract unless he has what is called ‘an 
insurable interest’ in the cargo, and contracts in breach of this rule have been called 
mere wagers. But sucha distinction is misleading. It is not that one is and the other 
is not a wager; a bet is not the less a bet because it is a hedging bet; it is the fact that 
one wager contract is and the other is not permitted by law which makes the dis- 
tinction between the two. Apart from this there is no real difference in the nature 
of the contracts.”” Anson on Contracts, (2d American ed. of 4th English ed. Knowl- 
ton), p. 226 (Star, p. 174). 

2 And yet, after all, it must be owned that the law descends greatly from its 
dignity when it lends its aid to any wager, however innocent.”—Marshall, 1802 


American ed., 1810. 
3 “In this case also the contract is a wager.’-—Hadley on insurance, Economics, 


p- 99- 
4 The New York Joint Legislative Committee’s general report of 1911 on insurance 


makes repeated reference to gambling. 
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to wholesome law, and that on the contrary the insurable interest 
of the individual can be safely ignored provided he is limited to 
insurance so worded as to comply with the “public insurable 
interest.” ; 

This is not to say that a definable and luminous “ public insur- 
able interest’’ can be shown for all forms of insurance, nor that one 
such concept could rule all forms of property insurance alike. The 
case of fire insurance, as directly affecting the greatest number of 
people, is of primary interest, and is the main illustration herein- 
after. 

Attention is called to the circumstances attending fire loss, 
with its attendant costs, in the United States. The gross impor- 
tance of this waste in the United States is, as the public more or less 
definitely knows, enormous,’ and it is increasing, as the public may 
not so definitely know, with a rapidity that is relatively greater 
than our increase in wealth or in population. 

By far the best basis for comparison with other countries is to 
take the “frequency of fire per capita.” Statistics as to loss per 
capita, or fire waste as related to public wealth, or losses as com- 
pared to premiums, while much used in print, upon analysis are 
found to lack meaning until separated into “cost per fire” and 
“frequency of fire per capita,” and then clearly will be found to 
rest on “frequency of fire per capita.” 

How tremendously the fire-waste? problem is growing with us 
is indicated by the figures given in Table I, which show the rate at 
which the number of fires per capita has been increasing in the 
great cities of the United States during the last few decades. The 
figures have been sorted out directly from the original fire records 
and include only fires with measurable loss that are properly classed 
as city fires, thus disregarding false alarms, chimney-soot blazes, 
vacant-lot bonfires, and suburban runs. 


: “The United States destroys or permits to be destroyed by fire more property 
than any civilized country, and our national fire losses in proportion to our insurable 
values, are from six to twenty times those of any European nation.”—Illinois Joint 
Legislative Report, p. 904, 1911. 

2“The fire loss is an economic waste. Insurance repays nothing. It merely 
distributes the loss. Furthermore, there is nearly always a loss of property and an 
interruption to business, and possible loss of life, which is not compensated by the 
insurance,”—Commissioner Ekern, Wisconsin, 1914. 
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These digested figures of record emphasize the modern growth 
of a moral disease in America, particularly in the large cities where 
the increase of frequency of fire per capita since 1880 has been 
more than threefold. Similar averages for 1909—-1910-1911 are 
for Paris, 7.9, for Marseilles, 5.9, for Liverpool, 8.7 and for 
Manchester, 6.9. For 1909-1910-1911-1912, in London, the 
average was 7.9. The average of the English and French cities 
was 7.46, or between one-fourth and one-fifth the American 
frequency per capita. The United States Consular Report of 
January, 1912, shows that Tokyo, Japan, had 2,717 fires in five 
years—a highly inflammable city as large as Chicago with about 
one-tenth the fires per capita. 

TABLE I 


THREE-YEAR AVERAGE NUMBER OF FIRES PER 10,000 POPULATION IN S1x LEADING 
CITIES OF THE UNITED STATES BY DECADES 








1879-81 1889-91 1899-1901 





New York (Manhattan-Bronx) 12.3 21.8 25.8 
Chicago 15.0 27.0 34.7 
Philadelphia 9.3 11.3 22.0 
10.5 20.5 29.2 
13.1 16.0 29.6 
9.9 13.9 23.0 


11.6 18.4 27.4 35-5 




















Space forbids refutation of apologists who attempt to smooth 
over the facts that fires in American cities and in the United States 
generally have increased so enormously per capita in one generation, 
and who say that a high frequency must be expected on account of 
our many wooden houses filled with modern devices, etc. As a 
matter of fact the United States has certain thrifty racial or reli- 
gious communities where the inhabitants live and work in easily 
burnable buildings with inflammable contents and yet have as 
few fires per capita as do the Swiss" or the Japanese. 

Too much emphasis cannot be laid on the fact that “frequency 
of fire per capita”’ is the prime cause of fire waste in any land. If 

« “Switzerland is a country of wooden houses, yet the per capita fire loss there last 
year was only 2 per cent of the American per capita loss.”——American Society Mechan- 
ical Engineers, 1913, Emerson. 
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the United States could reduce its “‘frequency of fire per capita”’ 
half-way toward that of today in England or France, or get it back 
to where it was but a generation ago, the entire appropriation for 
the navy could be far more than doubled without adding to the 
public burden. The grounds for such a statement are a matter of 
public record.’ Our records are not appreciated because the public 
habit is to think only of the property burned, whereas this loss is 
but one item of expense in a great five-item aggregate, the other 
factors being the insurance cost, the fire department cost, the 
private protection cost, and the administrative cost. It is impos- 
sible to compute this great sum definitely, yet the joint legislative 
commissions of New York and of Wisconsin have estimated our 
annual loss at “‘upward of three-quarters of a billion dollars,” an 
amount greater than the ordinary value of our wheat crop. This 
huge economic drain? is shown by the New York commission and 
other public reports to be less than one-half, possibly but one-third, 
accountable for by the property destroyed by fire, because of our 
utterly disproportionate costs for protection, distribution, and 
administration, all of which are a direct consequence of the fre- 
quency of fire per capita. 

There can, however, be no hope of improvement in this direction 
so long as we do business under a system which is in direct violation 
of the legal principle that all contracts by which a principal wholly 
relieves himself from penalty incurred through neglect, by him- 
self or by his servants, are unsound as creative of or maintaining 
public detriment. 

Foreign countries gain their comparative immunity from fires, 
partly through an autocratic and military system which would not 
be tolerated here and which is beginning to break down in Europe 
and somewhat in the Orient. The legal defect exists in all countries, 
punitive laws do not correct it, and the bad effects merely show 


* Department of the Interior, United States Geological Survey, Bulletin 4178, 
“The Fire Tax and Waste of Structural Materials in the United States,’’ by Wilson 
and Cochrane, 1910. : 

2 “Tt is impossible to spend directly and indirectly on the luxury of fires each year 
the amount of $750,000,000 and not have to give up other luxuries; it is impossible to 
employ 500,000 men, in building, in insurance, in fire departments, who might other- 
wise be creating wealth, and not feel the strain of their support.”—New York Legis- 
lative Report, rg1r. 
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earlier and on a larger scale in North America. The average 
person in the United States has no conception of the social signifi- 
cance of fire waste; he pays the heaviest insurance prices in the 
world and the heaviest fire department taxes in the world, and he 
thinks that there his responsibility ends.’ 

Our state insurance commissioners strive in vain to instruct our 
public as to personal responsibility in repeated reports. The 
National Convention of State Fire Commissioners in 1911 resolved, 
“The chief factor for this situation is general carelessness and the 
utter lack of personal responsibility for the removal of causes pro- 
ductive of fires.’” These same students and public servants in state 
reports year after year point out that frequent fires increase the risk 
of city conflagration,” that adding fire department force merely adds 
to the gross cost,3 that police measures do the same, that insurance 
does the same, that the effect of imposing fines or charges for 
fires simply adds to the things insured against, with insurance costs 
added. And no one can say that the public lacks such informa- 
tion in view of its constant publication and ease of access. 

These pages are for those men who believe that every con- 
ceivable private action involves some question of public policy 
and that the sole opening into a better autonomy from out the con- 
fusion of modern conditions is to learn what constitutes appropriate 
public policy and to follow that path. 

It is submitted that we must eventually meet the fire-waste 
problem by the method of direct attack‘ and that such a method 
does exist and that a definable and workable “public insurable 
interest”’ also exists. 

* “So long as our citizenship views with complacency the destruction of insured 
property and feels horror only when the property destroyed is uninsured, we cannot 
expect any improvement or any lessening of the fire waste.”—Commissioner Done, 
Utah, 1912. 

2 “The great massed insurable values of this country exist in our towns and cities, 
where they are liable to be swept away by conflagrations which vitally affect every 
member of the local community; in a lesser degree every citizen of the state; and in 
city conflagrations, every American citizen.’”—Illinois Commission Report, 1911. 

3“‘As we permit fire to destroy such an immense amount of property we are 
necessarily under a high expense to put out these fires and prevent conflagrations.”— 
Commissioner Hartigan, Minnesota, 1910. 


4 “We are waiting for the time when we shall be intelligent and far-sighted enough 
to attack this problem directly.”—New York Legislative Commission, 1911, p. 50. 
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Every citizen has an insurable interest in every piece of burnable 
property in the country, regardless of actual legal ownership. This 
is true because every fire and every fire risk adds its quota, however 
small, to the maintenance of high insurance rates, high fire depart- 
ment charges, and heavy administrative expenses.‘ These fixed 
charges are borne by the whole community. Beyond this, however, 
betterment of fire insurance is vitally concerned with the stability 
of industrial society. How far-reaching this relation is may not 
be generally realized. Insurance furnishes a large part of the 
confidence so essential to the conduct of the great credit business of 
every modern nation, its utility is greatest in sustaining the ninety- 
nine who do not have a fire, as well as great in saving from ruin 
the one who has a disastrous fire. Without it men would become 
unnerved and would shrink from assuming the responsibilities of 
business. We are all, then, partners, because we as a community 
cannot forego initiative and enterprise in one another. 

The public insurable interest in any burnable property is 
greatest in the event of total loss, for a total loss or a fear of total 
loss goes farthest to weaken or unnerve the owner. In proportion 
as this loss or fear of loss is reduced, just so far is the public insurable 
interest diminished. A fear or a loss so small as neither seriously to 
unnerve nor to disable the owner is beyond the sphere of public 
insurable interest. For at that point where a man’s disadvantage 
of fate comes within his reasonable ability to bear, the public 
welfare demands that the individual shoulder his loss himself. It 
is one of those hardships endurance of which makes for self-reliant 
citizenship. 

Fire insurance now has no guide, no basic law by which to 
grant always an insurance ample enough to guard the public against 
the individual becoming a weakened member of the community; 
and also reciprocally to require of the individual that he carry an 
uninsured and inevitable share of the risk large enough to be 

*“But the insured have it in their power to reduce fire losses to a very great 
CME, «50 And they also have it in their power to also keep down the expenses.” — 
Commissioner Cutting, Massachusetts, 1906. 

2 ‘Tn the practical operations of business it has become practically compulsory 


and property is now almost universaliy insured against loss by fire.”—Wisconsin 
Joint Legislative Committee, 1913, p. 14. 
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wholesome and reasonably punitive against indifference toward our 
public fire waste.* 

To attempt to fix an absolute distinction at this point may seem 
arbitrary and ill-adapted to men of various standards and quali- 
fications. It is not, however, more arbitrary than the precedent 
which fixes twenty-one years as the age at which a man may vote, 
however superior or inferior to the normal he may be. The rule 
for the average person must be the community rule, the more 
especially because fire waste is increasingly regarded as a tax 
requiring a uniform rule of apportionment.” 

Experience shows that property-owners rarely carry insurance 
in full. They are possessed of money or other property upon which 
they can rely in the event of total loss, and they deliberately assume 
some risk rather than bear the burden of larger premiums. From 
60 to go per cent of their burnable wealth is the amount of insurance 
carried by the majority of men. Inquiry among credit and mort- 
gage men indicates that they do not require merchants and builders 
to carry as much as go per cent unless the general credit of the 
insurer is low. In other words, the common experience shows that 
go per cent of insurance to value is ample and even exceeds ordinary 
needs. Such insurance, however, as now issued is valid from the 
bottom up; that is, the owner can begin to collect insurance from 
the first dollar of loss up to the full amount of his loss so far as it is 
covered by insurance. It is only when the loss exceeds the amount 
of insurance that the owner assumes any share of the burden. 

If now we make our practice accord with what experience has 
taught us, we may assume that go per cent, but no more, of the 
burnable value is properly insurable in order to protect through 
the owner the public insurable interest. After thus filling out 
the public insurable interest, no moral ground remains on which 
further to ratify any form of wager contract and we are confronted 
by the principle that a principal should be not wholly relieved 
from penalty for neglect by himself or servants, hence, under the 

* “Vet the security offered by fire insurance is undoubtedly one of the greatest 
causes of indifference to the cause of fire prevention.”—Wisconsin Legislative Com- 
mission Report, 1913. 


2 “The fire loss is a direct tax on every industry, on every piece of property, and, 
indirectly, on every individual.”—Commissioner Hartigan, Minnesota, 1910. 
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experience cited above, the remaining 10 per cent of burden must 
rightly be placed to the responsibility of the owner." 

This can be done only by providing that the owner shall not be 
able to collect any portion of any insurance until at least a loss of 
10 per cent of the full burnable value has been incurred and that 
that much he must lose out of his own resources.?, No one need 
purchase the.full allowable or go per cent amount of insurance; he 
may purchase as much less as he wishes, but in that case he 
deliberately assumes the extra or voluntary plus the compulsory 
shortage and all shortage is charged to him in full on any loss before 
he can begin to collect. 

To state the principle in the form of a working rule we may say: 
‘All insurance shall be optional as to amount, not exceeding go 
per cent of burnable values, and shall invariably apply from the 
full value downward.” 

Such a law would develop a far fuller and more accurate account- 
ancy of taxable values, besides forcing upon the owner his duty of 
stewardship through priority of risk. It thus would recognize 
the great factor of public insurable interest, for buyers and sellers 
alike would be compelled to act in conformity with the public 
interest. This is not to say that ‘‘exemption,” ‘‘average,” ‘“con- 
tribution,” etc., have not long been limited features of certain 
insurance contracts, but al! such will be found to fail to hold a 
public policy relation to the burnable value or true public risk. 

Law in behoof of the public insurable interest would affect to 
the benefit of society every class of insured. The legitimate in- 
sured would profit directly himself; the careless man, the display 

“Fires are prevented by care. This care is merely good housekeeping. Except 
in a conflagration, construction has little to do with it, and even the faults of poor 
construction can be largely overcome by the care incident to good housekeeping and 
keeping property in good condition.’”—Commissioner Ekern, Wisconsin, 1914. 

2 “ By far the greater number of fires are due to carelessness in some form 
The fire companies can never be expected to bring about better conditions. A reason- 
able loss does not frighten them for they are only distributors and do not have the 
same interest in reducing the fire waste that the property owners have.”—Com- 
missioner Blake, Missouri, 1912. 

3 “Tt is only by radical legislation and by the strictest observance of our laws and 
by carefulness on the part of our people in their everyday life that we can ever hope 
to eliminate the needless fire waste of the country.”—Commissioner Winship, Michi- 


gan, 1913. 
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merchant, the man who overclaims, and the incendiary—four classes 
in the community that either heedlessly or wantonly put unfair 
burdens upon the insurance funds—would be coerced into action 
that would mean greater regard for the rights of others. 

The careless man has no working account of his burnable 
values; he fails to keep track of his insurance; he is negligent of all 
fire precautions.’ In a word he transfers to the public the risk and 
burden of consequences in case of fire. This is the man who has 
frequent fires for which the community must pay. Suppose that 
such a man has an insurable property stated by him as worth ten 
thousand dollars and he takes out nine thousand insurance or go 
per cent, also assume that the policy form is worded to comply 
with the public insurable interest. In case of fire, if the loss be 10 
per cent or over, then he definitely loses a thousand dollars, a strain 
perhaps sufficiently severe to cause him to repent of his careless 
habits and mend his ways.? Any loss over a thousand dollars he 
can collect up to the go per cent or $9,000 and he would not be 
overmuch hurt. If, after the fire, it was found that the burnable 
value was in reality $12,000, then under “public interest insurance” 
his $9,000 policy would insure him for but 75 per cent of the 
$12,000; he could not collect for loss under $3,000 and only for 
his loss in excess of that amount. His failure to keep track of his 
values as excuse for failure to pay his pro rata of the firewaste 
tax’ with his fellow-citizens would automatically deduct from 
his power of recovery. If an owner deem these conditions a hard- 
ship and allege fear of repeated fires not incurred through neglect, 
then he is not entitled to insure on a normal basis and the needed 
relief also is in his hands; he can physically divide the property 
or not hold all the ownership precisely as is very usual for extra 
hazardous property. 


* “Students of the subject all agree that the greater part of fires are easily pre- 
ventable.”—Wisconsin Legislative Commission, 1913. 

2 “Some means of bringing home to our citizens the true significance of this drain 
upon our comparatively small and poor state must eventually be discovered.”— 
Commissioner Merrill, New Hampshire, 1913. 

3 “The point for us to bear in mind is that there will not be any reduction of the 
fire rate until the fire waste has been reduced.” 

“The people must be made to see that the remedy is within themselves, and when 
they fully realize this we can look for and will have results of a satisfactory nature.” — 


Commissioner Harvey, Maine, 1912. 
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‘“‘Public interest insurance’ might or might not suit the mer- 
chant who wishes to display an enormous area of goods. There are 
advantages to be gained in competition by exposing without 
obstruction a great mass of goods. Public-interest insurance, if 
applied to these great values, would make it impossible to dump the 
whole of this abnormal risk upon the public. Unless physically 
subdivided a million-dollar stock subject to one fire would stand to 
lose its owners all of the first one hundred thousand dollars. But 
if the goods were divided into four sections, the whole million of 
value would not be compelled to carry a greater initial liability 
than ro per cent of $250,000, or $25,000. Surely these owners or 
trustees would not be harshly treated if society accept their plea 
of need to create such a risk up to go per cent and also require them 
to stand hostage for themselves and servants on 10 per cent. 

Overclaims are most numerous on small losses. In cities the 
fires quickly put out, and so involving only a trifling loss, represent 
numerically over four-fifths of the total claims, and the insurance 
paid is in excess of the true loss in many of the cases because there 
is no practical way of proving the exorbitance of the claim. “ Per- 
centage collectors”” manufacture thousands of such claims in spite 
of fire marshals,’ the law, and the police. But with public-interest 
insurance placing a 10 per cent initial liability on the owner, a 
1 per cent loss could not be put at 2 or 3 per cent, but would have to 
be sworn in at 11 per cent to recover the 1 per cent. Similarly a 
5 per cent loss would have to be sworn in at 15 per cent to attempt 
to collect the 5 per cent. This would be far more difficult and 
dangerous than overclaims now are and could seldom succeed. 

The incendiary is the most direct offender in making wrongful 
gains at public expense through insurance.? A favorite method of 
his is to go to various insurance offices, concealing from each the 
fact that he is insured elsewhere and so securing policies for a 
multiple of the value of his property. Or he may insure at the 

* “Some states have fire marshal departments which are more of a menace than a 
benefit.” Commissioner Barry, Michigan, 1909. 

2 ‘There are comparatively few cases where the owner or tenant voluntarily sets 
fire to his property.” Commissioner McCoy, Montana, 1912. 

“The prosecution of cases of arson is a very important part of his work but it 


necessarily affects but a small part of the total number of fires.” —Wisconsin, Joiné 
Legislative Commission, 1913, p. 71, on state fire marshal. 
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true value and later secretly remove the best part of his goods, 
leaving enough to support his claim in case the property is not com- 
pletely destroyed. If he should insure 100 per cent of goods at 
400 per cent value and the fire should be so complete as to leave no 
evidence of his deceit and his statement of values thus become the 
only face evidence and leave no course open save to accept the 
statement as true, he would still find that he had assumed in fact 
an initial loss of 40 per cent of all the actual value. His collection 
would be short in any event, in or out of court. 

The legitimate insured form the great majority of property- 
owners and they cannot em masse insure to advantage by any 
method counter to the broad interest of the public they so largely 
compose. Public-interest insurance would benefit this great 
typical body of the insured in many ways. A few of the more 
important advantages are listed below: 

1. By insuring at go per cent and assuming the first 10 per cent 
of the risk, the insured could collect more in case of total loss than 
he can under his present practice of attempting to economize by 
saving 20 per cent or more at the top of his values. 

2. He could more than afford to insure to the full 90 per cent 
because he would benefit from the reduction in the cost of insurance 
that would immediately be due (especially in cities) on his assuming 
for himself all small losses and not imposing on the public the 
utterly disproportionate expense and overclaims attending minor 
claims. Few people realize how large such saving would be or how 
easily the same can be determined. 

3. He could look for a second large saving in the reduction of 
the fire cost chargeable to careless neighbors. The careless ones 
might not become immediately heedful, they might continue to 
expect fires and to put their main reliance on the fire department’s 
services, but the wholesome initial burden which the careless owners 
would be obliged to bear would be a direct reduction of public insur- 
ance costs. There is possibility for immense improvement here, 
as all authorities agree that most fires are due to careless indiffer- 
ence. 


t “The chief factor responsible for this situation is general carelessness and the 
utter lack of personal responsibility for the removal of causes productive of fires.” — 
Excerpt from resolution passed at National Convention of State Fire Commissioners 
at Milwaukee, August, 1911. 
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4. The legitimate insured could expect from public-interest 
insurance an additional saving through decrease in incendiarism. 

5. The fact that no “blanketing” or dividing of insurance 
policies could evade public-interest insurance would develop a fifth 
source of saving. The only possible method of reducing the 
owner’s liability would be to divide the burnable values. This 
would be an incentive toward the more general use of separated 
and subdivided buildings which by limiting spread of fire also lessen 
the need for huge fire departments. 

6. As every city fire is a potential conflagration,’ the broad 
interests of city and country would be safeguarded in proportion as 
the frequency of city fires became lessened.” 

Public-interest insurance addresses itself to the economic and 
moral problem that arises out of the “general carelessness and the 
utter lack of personal responsibility”’ testified to by state reports. 
Fire waste is being studied on many sides and a campaign of educa- 
tion is urged by public men. Meanwhile, the faulty organic law 
under which our insurance business is conducted tends to educate 
our citizens to divest themselves of all personal responsibility. In 
this dual system of education our jurisprudence seems to have con- 
trol, as is evidenced by the increasing abnormality of our fire waste 
and by the increasing frequency of fires. Without a sound law 
to recognize the public insurable interest it is but natural that 
world-wide insurance should be a mere medley of contracts of 
grace regulated by commercial conditions. This state of affairs 
is not limited to separate localities, and has already had its public 
concern remarked on by the United States Supreme Court.’ 


ALBERT BLAUVELT 
Cuicaco, ILL. 


* “Tn the large cities there is a conflagration hazard. A fire may start in New 
York today which may make such calculations ridiculous and bankrupt most of the 
companies of the world.”—New York Joint Legislative Commission, 1911. 

2 United States Geological Survey, Bulletin 418, “‘The Fire Tax and Waste of 
Structural Materials in the United States,” by Wilson and Cochrane, 1910, says: 
“The danger of conflagration is present in every city and village in the United States, 
and with it the possibility of large loss of life.”’ 

3 “We have shown that the business of insurance has very definite characteristics, 
with a reach of influence and consequence beyond and different from that of the 
ordinary businesses of the commercial world, to pursue which a greater liberty may be 
asserted.” —German Alliance Insurance Co. v. Kansas, 233 U.S. 389. 





NOTES 


WASHINGTON NOTES 
SEPARATION OF RAIL FROM WATER CARRIERS 


The Interstate Commerce Commission has handed down its first 
formal opinion of importance relating to the position of the railroads 
under the Panama Canal act of 1912. It will be recalled that that act, 
besides providing for regulation of the traffic of the Panama Canal, also 
provided that there should be a separation of ownership between railroads 
and water carriers under certain specified conditions. One provision of 
the act contained in section 5, was to the effect that subsequent to July 1, 
1914, it should be unlawful for any railroad company or other common 


carrier 

to own, lease, operate, control, or have any interest whatsoever by stock 
ownership or otherwise either directly, indirectly, through any holding com- 
pany, or by stockholders and directors in common or in any other manner, in 
any common carrier by water operated through the Panama Canal or else- 
where with which said railroad or other carrier aforesaid does or may compete 
for traffic, or any vessel carrying freight or passengers upon said water route 
or elsewhere with which said railroad or other carrier aforesaid does or may 
compete for traffic, and in case of the violation of this provision each day in 
which such violation continues shall be deemed a separate offense. 


Under the provisions of this act, certain railroads applied to the Com- 
mission for an extension of time during which their interests in, and 
operations of, certain boat lines piying on the Great Lakes might be con- 
tinued, and this question is now determined by the Commission (in 
opinions No. 6765, New York Central & Hudson River R.R. Company, 
and No. 6874, Delaware, Lackawanna & Western R.R. Company). 

The first important question arising under the applications of the 
roads in question was whether or not, within the meaning of the Panama 
Canal act, there was or might be competition for traffic between the 
vessels operated and the railroads interested in them. The Commission 
holds that the question would easily be answered in the affirmative if the 
ports of call were served in common by the boats and by the paralleling 
rails of the owning railroad. The facts, however, show that no such case 
is made out on the records presented because no two ports of call are 
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served in common by the boats and the paralleling rails of the particular 
owning railroad. 

From this conclusion the Commission is led to a consideration of the 

true status of what is called “The Lake Lines Association.” It finds 
that although in the cases of the two petitioning roads in which decisions 
are now rendered there may not be direct competition between the boat 
lines and the raiis of the systems, yet the membership and activity of the 
roads in this association or a participation in any like understanding 
places them in a position inimical to the best interests of their boat lines. 
“Placed in such an attitude,”’ the Commission concludes, “these roads, 
through the agency of other roads with which they are partners, become 
the competitors of their own boat lines.” The Commission then con- 
tinues: 
The lake lines in which the petitioners are interested have been shorn of the 
initial rate-making power. This power has been usurped by the Trunk Line 
Association of which the petitioners are members. The through rates con- 
trolled by this authority, in which the boat lines are merely concurring carriers, 
determine for the shipper which lake line must be used. The particular route 
is controlled by applying arbitrary switching charges at Buffalo, which com- 
pels the through lake and rail traffic to move via the predetermined lake line. 
The zones of territory to be served and those not to be served by the lake lines 
are also determined by this outside authority. 


Inasmuch as the applications do not call for the extension of a service 
operating through the Panama Canal, the fact that competition exists, 
actually or potentially, does not require the separation of the railroads 
from the boat lines in which they are interested. The Panama Canal 
act stated that 
if the Interstate Commerce Commission shall be of the opinion that any such 
existing specified service by water other than through the Panama Canal is 
being operated in the interest of the public, the Interstate Commerce Com- 
mission may by order extend the time during which such service by water may 
continue to be operated beyond July 1, 1914. 


This question is then taken up by the Commission and the conclusion 
is reached that the joint ownership and operation of these boat lines has 
resulted in no real benefit to the people and that the operation is not in 
the interest of the public or of advantage to the convenience and com- 
merce of the nation. This conclusion is based upon a review of the his- 
tory of the lake lines since about 1900, when trunk-line railroad control 
over them was being gradually perfected. Since then, the first-class lake 
and rail rate from New York to Chicago has been gradually advanced 
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from 54 cents to 62 cents. In rgro, the trunk lines interested agreed 
that the lake and rail rates should actually be advanced to the all-rail 
basis, thus wiping out the differential except on first class, which was 
to be advanced from 62 to 70 cents. This action was thwarted only by 
the refusal of a foreign railroad owning a lake line to assent to the plan. 
The successive advances had the effect not only of preventing an increase 
in lake line tonnage, but of diverting from the lake routes to the all-rail 
lines a part of the tonnage which formerly moved on the lakes. It 
appears to be indicated that the purpose of the advances in lake and rail 
rates was to divert tonnage to the all-rail lines, so that the lake boats 
have operated with small cargoes, although their operating expense was 
almost as great as if they had been fully loaded. This in turn resulted 
in a high operating cost to the lake lines per unit of freight. On the 
strength of this, the Commission bases its conclusion that none of the 
services in question is being operated in the interest of the public. The 
applications for power to continue the interest of the railroads in the 
lake lines are consequently denied, and it would appear that a legal 
severance must therefore be effected in the near future. 


GROWTH OF A NATIONAL FISCAL PROBLEM 


It is now evident that the balance in the general fund of the Treasury 
Department will be little more than sufficient to carry the national 
outlays to July 1, 1915, the end of the current fiscal year. A monthly 
deficit of about $10,000,000 is now being incurred, while the balance in 
the general fund on May 15 was $15,000,000, or a sum practically suffi- 
cient to meet the deficit up to July 1, not allowing for unusual demands 
of any description. During the latter half of June, the receipts from the 
corporation and income tax will be paid in, and these, according to fore- 
casts based upon returns already filed, it now appears, are likely to 
amount to from $65,000,000 to $80,000,000. There is, therefore, every 
reason to expect that the Treasury Department will be able, if it chooses, 
to finish the present fiscal year without floating a loan. With the sum 
of money already referred to in hand at the opening of the new fiscal 
year, it can then theoretically meet deficits at the present rate for seven 
or eight months longer, or until February, 1916. Undoubtedly it had 
been hoped by the more optimistic of those in charge of the situation 
that there would be a speedy termination of the European war and that, 
in consequence, it would be possible to replenish the Treasury through 
early recovery of the revenues of the government, thereby obviating any 
necessity for borrowing. Aside from the fact that there is now no 
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apparent reason to look for such improvement in conditions, inasmuch 
as there is no indication of an early end of the war and no signs of any 
considerable growth in importations, there are several circumstances 
which make the fiscal outlook particularly unsatisfactory. The war 
revenue tax of last autumn is yielding very decidedly less than many had 
expected and there is no reason to attribute this to any special defect in 
its administration, but solely to the unproductiveness of the tax under 
existing conditions. The prospect of diplomatic difficulties with Ger- 
many has rendered the situation still more discouraging, and should any 
increase be made in “military preparedness” there would necessarily be 
a corresponding increase in the outlay of the government for war and 
naval material. This would, to a similar degree, enlarge the already 
heavy liabilities imposed upon the Treasury by Congress through the 
enormous appropriation bills of last summer and autumn. 

According to the best analysts of the situation, nothing short of a 
general reorganization of the fiscal system of the United States will meet 
the exigencies of the coming years. A mere issue of bonds will not be a 
satisfactory measure, unless the issue be made solely for the purpose of 
tiding over a sudden emergency; for if it should appear that the necessity 
grows out of a permanent shortage of revenues or a sudden demand for 
a very large increase in expenditure such as will be required by the 
development of hostilities with a foreign power, the bonds could not be 
satisfactorily floated without adequate taxation to support them. This 
could certainly not be provided through the reorganization of the tariff, 
since, as generally recognized, the duties will be likely to prove as inade- 
quate as they were during the Civil War, while the present yield of 
internal revenue is already required to enable the government to keep 
up its current payments for ordinary expenses. It would appear prob- 
able, therefore, that the nation is necessarily about to enter upon another 
epoch of fiscal readjustment, due to the breaking down of the tariff and 
the uncertainty of the outlook for future revenues. Nothing of course 
can be done until the reassembling of Congress. Should Congress be 
called in extraordinary session, however, the revenue situation would 
almost necessarily constitute one of its first and most important subjects 
of deliberation. Should Congress not be thus summoned, but should 
the advent of the regular session be awaited, the question would still 
remain whether a small issue of bonds for the purpose of preventing the 
Treasury from becoming entirely exhausted may or may not be necessary. 
Meanwhile, the degree of the depletion of the funds is indicated in a 
number of incidental but significant ways, among which is the inclination 
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to pay out silver certificates of large denominations whenever possible, 
instead of holding them as heretofore in the vaults of the subtreasuries. 


FEDERAL RESERVE BULLETIN 


The Federal Reserve Board has begun the issue of a publication to 
be known as the Federal Reserve Bulletin, to be distributed periodically 
for the purpose of keeping the member banks and the federal reserve 
banks in touch with the policies and rulings of the Board itself. The 
first number is dated May 1, and includes a review of the work of the 
Board since the date of issue of its annual report in January last, a com- 
plete outline of the plan for clearing checks within and between the 
several districts, a digest of the informal rulings of the Board as embodied 
in letters to inquirers, a collection of opinions rendered by counsel of the 
Board on questions affecting banking, a list of the banks to which trustee 
powers have been granted, a discussion of the new development of 
bankers’ acceptances, a reproduction of the circulars issued during the 
current year by the Board, and a variety of miscellaneous pieces of 
information regarding the work of the federal reserve system. The 
closing feature of the Bulletin is a general review of the business condi- 
tions in the several reserve districts as affecting the operations and posi- 
tions of the federal reserve banks themselves. While most of the facts 
that are reviewed in the new publication have been more or less fully 
given to the public, the Bulletin contains a considerable amount of data 
that have not heretofore been made available in any complete or well- 
rounded form. There is also a large amount of technical information 
such as the text of the opinions of counsel of the Board on various bank- 
ing questions that have been submitted to him which is, too, distinctly 
new, nothing on the subject having been made public heretofore. One 
of the most interesting special features of this issue of the Bulletin is 
found in the discussion of the acceptance business which has sprung up 
largely as a result of the changed export and import conditions growing 
out of the European war. In speaking of the general situation as to the 
acceptance business, the Board says: 

The importance of the development of this banking instrument is now 
beginning to be generally understood, and inquiries which have been made 
indicate that additional banks are preparing to offer accepting facilities to their 
customers. From the point of view of the development of a stable market in 
New York City for dollar acceptances, this is of importance, for such a market 
depends primarily upon a large, steady volume and low, steady rates. Several 
banks and firms dealing in bills have also, largely within the present month, 
begun to quote forward rates on bills drawn in dollars, so that exporters in 
distant countries may be able to calculate the comparative negotiable value of 
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sterling and dollar drafts. This is also of fundamental importance in the 
development of the acceptance business. When the movement of our exports 
and imports has been sufficiently standardized through bankers’ acceptances 
so that it may be facilitated as easily in the New York as in the London market, 
even though the volume in the New York market may be much smaller, we 
should be enabled readily in future, when we wish to protect our reserves or 
when they are needed for domestic expansion or seasonal movements of com- 
modities, to deflect the financing of our foreign trade from New York to London 
by raising New York rates above London rates and making it cheaper for the 
shipper to draw on London than on New York. 


The following table shows the amount and classes of acceptances held 
by federal reserve banks at about the end of April, with the name of the 
institution which made them. 


ACCEPTANCES HELD BY FEDERAL RESERVE BANKS ON APRIL 26, 1915 
{In thousands of dollars] 


A. MEMBER BANKS’ ACCEPTANCES 
American Exchange National Bank, New York City 
Bank of New York, National Banking Association, New 
York City 
Continental and Commercial National Bank, Chicago, IIl. . 
First National Bank of Boston, Boston, M 
First National Bank of Chicago, Chicago, Ill 
Irving National Bank, New York City 
Market and Fulton National Bank, New York City....... 
Merchants National Bank, New York City 
National Bank of Commerce, New York City 
National City Bank of New York, New York City 
Philadelphia National Bank, Philadelphia, Pa 


Total amount of member banks’ acceptances 


B. NON-MEMBER BANKS’ ACCEPTANCES 
1. Trust Companies 


Bankers’ Trust Co., New York City 
Guaranty Trust Co., New York City................... 
Old Colony Trust Co., Boston, Mass 


2. State Banks 
Bank of America, New York City 
C. Private BANKS 


Goldman, Sachs & Co., New York City 
Grand total $13,561 


The distribution is of much interest as showing how highly central- 
ized the acceptance business still is—that is to say, how small a degree 
of diffusion between different institutions has thus far been attained. 
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A CHANGE IN THE INTERNATIONAL BALANCE 


Another of the notable changes through which the foreign trade 
of the United States has passed in the course of the present European war 
has been brought on by the development of a broad and active market 
for securities in New York City. From about the first of April onward, 
demand for stocks and bonds was strong and during the month of April 
the number of shares dealt in was in the neighborhood of 20,000,000 as 
compared with an aggregate of 17,333,471 during the three months of Jan- 
uary, February,and March. While it is true that in the early part of the 
month of April and to some extent later on, there were large advances in 
the securities of a number of special industries, which, it was believed, 
would benefit largely from orders for war material from belligerent 
nations, the striking feature of the market situation was seen in a general 
advance throughout the list of stocks and bonds due to the development 
of new demand and the more free investment of capital on the part of 
individuals who had been holding back their accumulated funds for some 
time past. This rise in the market has been accompanied by sales of 
securities for foreign account which have been increased in volume as 
time has gone on, although freedom in dealings between the New York 
and London stock markets has been somewhat impeded by the con- 
tinuance of the rule of the New York Stock Exchange restricting the 
normal arbitrage transactions. Many of these sales were made for cash. 
It is of course difficult to trace security transactions, as has been currently 
observed, in a volume of deposits and loans so large as that which makes 
up the total business of the New York banks. The facts, however, that 
in spite of the activity of the stock market the loans of the New York 
Clearing-House banks increased but little more than $1,000,000 during 
April, while call rates showed practically no change for the month, and 
large New York banks reported only a small volume of loans made for 
out-of-town correspondents, tended to confirm the belief that many of 
the purchases of securities had been made on a cash basis, as indicated. 
An increasing volume, nevertheless, has undoubtedly been taken by 
buyers upon the basis of borrowed money obtained from the banks. This 
situation is the correlative of the export conditions under which goods 
are being sent abroad in large quantities without any corresponding 
purchases by us from other countries. For its shipments of goods, the 
United States is now receiving a certain amount of offsetting (imported) 
goods, a smaller quantity of gold, and a very large volume of securi- 
ties. These securities have been in considerable measure the bond issues 
of foreign governments. The advance in the price of American shares and 
bonds and the increasingly good market for them is now attracting from 
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abroad a growing proportion of those heretofore held by foreign investors. 
Various estimates have been made of the amount probably returned in 
this way, most of them ranging from $500,000,000 to $1,000,000,000, 
and all agreeing that the sum actually taken and paid for is already very 
large, whatever the final figure may turn out to be. Fears are expressed 
in not a few quarters that the securities of foreign governments which 
have been freely purchased may not prove to be entirely good, owing 
either to repudiation or to the scaling down of obligations. That this 
danger had been perceived and that investors are consequently turning 
to the securities issued by American enterprises as a preferable means 
of payment is indicated by the advance in prices on the stock exchanges 
and by the movement of American bonds and shares toward this country. 
The purchases thus made result, through the credit mechanism of the 
country, in a redistribution of ownership whereby the sellers of the export 
commodities of the United States are paid off by turning over (in the 
last analysis) American stocks and bonds to American investors who 
have current funds for use. This is the essential meaning of the 
advance in prices on the stock exchanges of the country, and is the 
method of settling international financial obligations between the United 
States and European countries that has been looked forward to for some 
time past by students of the situation. 

The latest current development in the situation is an increase in the 
volume of gold shipped to the United States from foreign countries and 
necessary to eke out the securities shipped in payment for enormous foreign 
purchases of American foodstuffs. A compilation of returns received by 
telegraph from the various custom-houses shows the following results: 

IMPORTS OF GOLD, BY CUSTOMS DISTRICTS, JAN. 1 TO MAY 21, rors 
(In thousands of dollars) 








| Jan.1rto | Week Ending Week Ending Week Ending! Jan. 1 to 
| Apr. 30 | May7 | May ry May 2 May 21 





Ore and base bullion 3,566 251 350 272 4,439 
Bullion, refined 13,896 984 358 251 15,489 


10,257 47,112 


United States coin 34,333 22 
2,282 55 12,439 


Foreign coin 9,051 
61,446 3,012 10,835 79,533 























The figures as thus stated by periods show the current tendency to 
growth, the amount imported during May being one-third or more of the 
total imported from January 1 to April 30. It is interesting to observe 
that of the total of about $80,000,000 accounted for in this table about 
$40,000,000, or one-half, came by way of Ogdensburg and represents the 
return of the funds which Great Britain drew from us by way of Ottawa 
last autumn. 
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International Trade and Exchange. By HARRY GUNNISON Brown. 
New York: Macmillan, 1914. 8vo, pp. xviiit+153, 197. 
$1.50 net. 

Professor Brown’s book divides itself into two parts. The first, 
entitled “The Exchange Mechanism of Commerce,” considers what are 
commonly called the foreign exchanges. The second, entitled “The 
Economic Advantages of Commerce,” takes up the theory of foreign 
trade, the larger share of the space being given to the protective contro- 
versy. The two parts are separately paged; the first runs from p. 1 to 
p. 153, while the second begins again at p. 1 and runs to p. 188. This 
pagination presumably was adopted because it made possible a reprint- 
ing of the two parts separately, with a view to textbook use. To those 
who have occasion to refer to the book as now printed it causes an incon- 
venience hardly justified by the advantages which the publishers may 
expect from textbook sale. 

Part I begins with two chapters on the laws of money and the nature 
of bank credit, giving an explanation of money, credit, and prices, on 
the familiar lines of the “quantity theory.” Professor Brown follows 
Professor Irving Fisher, using the algebraic formulation which Fisher 
has made familiar. I doubt whether the extremely compact statement 
contained in these two chapters will be comprehensible to persons to 
whom the reasoning is new; while it is superfluous for those who have 
already been trained in the essentials of economics. Moreover, it is 
questionable whether such an introduction is needful for the theory of 
international trade. The only thing essential for the working of the 
Ricardian mechanism is that a flow of money into a country tends to 
raise prices, and an outflow tends to lower them. Whether the effect on 
prices is in exact proportion to the change in quantity makes no differ- 
ence so far as concerns the consequences in international trade. And 
that the movement of specie does tend to affect the rise and fall of prices 
is denied by no one. 

The remaining chapters of Part I are more detailed, and, it may be 
added, more realistic. The treatment remains compact, but it is suffi- 
ciently full to be serviceable to the reader untrained in the subject. 
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Part II again begins with two compact chapters, which this time set 
forth the nature and the distribution of the gains from international 
trade. The exposition follows strictly the reasoning of the British school, 
as developed by Ricardo, Mill, Cairnes, and the rest. It makes no pre- 
tense of changing or amending the accepted theory; but it is done with 
skill, consistency, and precision. There are not so many among the 
economists who have completely mastered this organon, and Professor 
Brown’s impeccable statement deserves all praise. Whether it is suc- 
cessful as a piece of exposition is not so certain. No part of the “ortho- 
dox” system is more perfect logically, more readily deduced from 
comparatively simple premises; nor does it seem difficult of mastery to 
one who has once been well drilled in it. Yet I suspect the ascent will 
seem steep and difficult to one who is called on to follow the lead of 
Professor Brown in a first attempt. 

In comparison with the treatment of the general theory of inter- 
national trade, that of the protective controversy in the succeeding 
chapters is detailed and expanded. Even these chapters, however, are 
terse, and call for the attentive following of compactly stated reasoning. 
At the close Professor Brown adds two chapters on topics usually 
neglected in these discussions, such as the nature and effects of bounties, 
navigation laws, river and harbor improvements, and the like. 

As a whole, the volume has the characteristic merits and defects of 
the writings of the Ricardian school. It is clear-cut, logical, consistently 
developed from the assumed premises, bare of historical and statistical 
illustration. Its intellectual quality is high; and if sometimes the con- 
clusions are abruptly stated, the explanation is to be found in the writer’s 
confidence in the solidity and accuracy of his reasoning. But it must 
make upon many readers the impression of being written im vacuo, with- 
out regard to the way in which things work in the real world. We may 
take it for granted that most German economists, for example, will deem 
this but a belated elaboration of old and discarded theorizing. I have 
by no means this feeling; yet I must confess that the theory of inter- 
national trade seems now to need illustration, verification, application to 
the concrete realities, probably some modifications suggested by a closer 
examination of those realities, rather than another formulation of the 
orthodox system. I would not for a moment deny that strict deductive 
reasoning, such as these pages once more present, is indispensable. But 
something more is called for than grinding out conclusions in this fashion. 
It is obvious, for example, that the whole train of deduced consequences 
depends upon the flow of specie from country to country and the influence 
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of that flow upon prices in different countries. It is too glibly assumed 
in this volume, in accord with the traditions of the older school, that the 
flow of specie not only takes place quickly but also influences prices 
quickly. As a matter of fact, it is by no means clear in what way it is 
a consequence of changed prices, or in what manner or with what 
rapidity it affects prices. The mechanism of the foreign exchanges does 
indeed simplify it, but also seems often to balk and prevent it. That 
the fundamental consequences analyzed in the older reasoning still are 
worked out is not to be doubted. But the problems are not so simple 
as is here implied. We have to learn more than we now know about 
the precise way in which the results are brought about. 

Something of the same sort may be said of Professor Brown’s treat- 
ment of protection and free trade. On that subject also he presents the 
irrefragable reasoning of the older school, and brushes aside with ease, 
almost with contempt, the commonplace fallacies about protection. 
There is hardly a word to be said against his treatment; except perhaps 
that the consequences which he adduces about the distribution of wealth, 
and especially about the development of economic rent, are much less 
important than the average reader would infer—these belong, I suspect, 
among the playthings of the deductive economist, not among the things 
of significance in the real world. But in any case there is more to be 
said on the working of protective duties in detail, and on the conceivable 
advantages to be secured by them, than Professor Brown is ready to 
grant. The German controversy between Agrarstaat and Industriestaat 
is not to be dismissed quite so lightly as is done by Professor Brown; 
and the possible advantage from protection to young industries is under- 
rated by him. On all these topics a more tempered and judicial treat- 
ment is to be wished than we find in these pages. Upon the whole, 
Professor Brown’s book may be said rather to state with discrimination 
and logical consistency the accepted framework of theory on international 
trade than to enrich our knowledge in the directions in which it needs 
enriching. 

F. W. Taussic 
HARVARD UNIVERSITY 


Wealth and Welfare. By A. C. Picov. London: Macmillan, 
1912. 8vo, pp. xxxi+493. $3.25 net. 
This book—which is not so much a treatise as a more or less unified 
collection of essays—is a work in theory with a practical purpose. The 
practical problem with which it principally deals is, of course, the prob- 
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lem that is always with us: How shall we alleviate the poverty of the 
poor?! There are too many people in receipt of too small an income. 
They are unable to maintain a decent standard of living. And what 
income they do receive is too irregular and precarious. What is to be 
done about it ? 

That we ought to do something about it is taken for granted by Pro- 
fessor Pigou, which is simply another way of saying that he is a child of 
our own century and generation, touched by its passion and sharing its 
democratic ideal. But sharing as he does the sternest of classical tradi- 
tions, he retains, for the most part, the presumption that no man should 
be relieved of the obligation to look out for his own welfare; so the con- 
struction of a systematic program of social reform is made very cau- 
tiously, and with many a look backward. In the end, however (if one 
may uproot some of his scattered proposals from their setting and gather 
them together), he subscribes to a consistent program, shaped with 
reference to a “national minimum.” There must be some standard of 
living, he says—different for different nations and for different times— 
which is the least that can be tolerated, and this standard is capable of 
proximate determination. To help prevent a mass of citizens from fall- 
ing below it, is one of the nation’s foremost duties. In pursuing its duty 
it is called upon to commit itself to a more or less flexible constructive 
policy. It must foster the dissemination of knowledge, the improvement 
of communication, and the cheapening of transportation. It must like- 
wise tolerate—even encourage—monopolies in certain lines, and must 
work out policies of public control, or public operation, that will harness 
them. It must, where mobility is imperfect or workmen unorganized, 
establish minimum wage-rates which correspond to the true competitive 
rate, “‘equal to the rate normally paid by ‘reputable employers.’” The 
children of the poor must be kept out of the market and in school, and 
must be educated into greater competence, so that they can maintain 
themselves above the minimum. As for those who cannot be so edu- 
cated, some of them must be prevented from propagating their kind— 
as by segregation. For most of the ill-paid classes there must be social 


t “Several years ago I began to study the causes of unemployment. It soon 
became apparent, however, that . . . . an isolated treatment of them is scarcely 
practicable. Hence the gradual growth and more extended scope of the present 
volume”’ (Preface, p. vii). ‘The misery and squalor that surround us, the injurious 
luxury of some wealthy families, the terrible uncertainty overshadowing many families 
of the poor—these are evils too plain to be ignored” (p. 488). “‘The whole purpose 
of economic investigation .... is... . practical and utilitarian, concerned ... . 
to help forward the betterment of social life” (p. 4). 
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insurance, and for some of them a rational kind of charity such as helps 
the poor to help themselves. Where public funds are needed, they should 
be raised more largely from taxes on “windfalls,” income taxes, and 
(deferred) inheritance taxes.‘ Many a scholarly qualification, it must 
be added, is put upon each of the items of this program, and there are 
many things which find no place in it. Thus Professor Pigou does not 
place much reliance on Purchasers’ Associations, or upon public opera- 
tion of monopolistic enterprises. He does not subscribe to “government 
regulation which seeks to raise the wage-rate above the normal (com- 
petitive) level,’ or to attempts to “cure” incurable degenerates, such as 
the feeble-minded, or to the manufacture and sale, by the state, in times 
of depression, of goods that would ordinarily be made by private firms. 
In general outline, however, it can be seen that the author of Wealth 
and Welfare commits himself to a positive program, informed with a 
distinct constructive purpose. For this, both economic theorists and 
reformers will be properly grateful. But how much better it would have 
been, for both the economist and the general reader, if this program had 
been clearly presented in some one place in the book, in its large essen- 
tials, and its constructive aspects emphasized. 

In respect to each item incorporated into what I have called the 
author’s program, or rejected from it, he inquires whether action of the 
kind proposed will, or will not, increase the national dividend. “Wel- 
fare as a whole”’ is greatest, he believes, when the national dividend is 
at its (ideal) maximum. It is his fundamental proposition that this 
dividend is at its maximum when the marginal net product of resources 
in all uses is equal. With regard to every condition, then, which might, 
by some means or other, be subjected to social control—such as the un- 
hampered working of “self-interest,” the extent of competition or 
monopoly, the mobility of resources, the transference of resources from 
the rich to the poor—he asks how far it approaches or departs from 
those ideal conditions under which the marginal net product of resources 
in all uses is equal, and the national dividend is consequently at its 
(ideal) maximum. It is by following this process, in a most painstaking 
way, that he arrives at his program. 

The program at which he arrives, it must be admitted, corresponds 
pretty closely to the one to which the best liberal sentiment of his coun- 
try—and ours—is substantially committed. But personally I do not 
find my liking for the program, my confidence in its soundness, or my 
passion for its accomplishment, made appreciably stronger by Professor 


t Pp. 370, 371, 376. 2 P. 343, note. 3P. 105. 
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Pigou’s argument. I doubt if others will be specially impressed with it. 
But it is an imposing attempt, on an original plan, to give a consistent 
scientific basis to practical measures of progress, and it deserves search- 
ing examination on its own account. I will undertake to summarize its 
general features. 

The national dividend to be maximized, then, comprises “everything 
that people buy ‘each year) with money income, together with such 
services as a man obtains from a house owned and occupied by himself.” 
The “resources,” whose marginal net product must be equal if the 
dividend is to be maximized, include a stock of land, and other instru- 
mental goods, to begin with, and a quantum of human services put to 
productive use during the period under examination; they all appear to 
be ‘“‘resources’”’ because of their instrumental character (with reference 
to the satisfaction of wants), and because they are in fact scarce enough 
to beara price. The “uses” in which the marginal net products of these 
resources must be equal include those uses, of a consumptional nature, 
to gratify which persons are willing to exert themselves, or pay something. 
The “products” —which must at the margin be equal—are the consump- 
tion goods, in concrete form, for which users pay money, or which they 
acquire directly through rendering valuable service. The products are 
“net,”’ with reference to any one kind of resources entering into them, 
when their money value is sufficient to leave something over after 
remunerating the other kinds of resources which have served the one 
kind in auxiliary capacity.* And these net products are “marginal” — 
and so (quantitatively) comparable for the purpose in hand—when “pro- 
duced” at one of those points at which an equal quantity of some other 
resource than the one from which they actually come might have served 
the same end, and been equally valuable. Starting, then, with a given 
quantity of “resources,’’ the ideal distribution of them is this: that each 
kind shall, wherever technically possible, be substituted for the other, 
and composite units made up of resources of more kinds than one shall 
be shifted around, until there is no longer any place at which, considering 
the price of that single or composite unit, a greater specific product per 
unit can be obtained by further substitution or shifting. The national 
dividend is then at its maximum. 

The general proposition involved is this: ‘‘As the quantity of any 
{one] factor increases, the value of its marginal net product decreases’’ 
(insert and italics mine). If labor be one kind of resource, therefore, 


* See Marshall, Principles of Economics, 6th ed., p. 406. 
*P. Sz. 
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and “non-labor”’ the other, changes in the quantity (or technical effi- 
ciency) of either kind of resources will change the location of the point 
of (indifferent) substitution, and consequently the magnitude of the 
marginal (net) product of a unit of either kind. Wages, then, and the 
well-being of the poor, can be improved only by changes, from whichever 
side originated, that raise the marginal net product of labor, and, at the 
same time, raise the marginal net product of all other kinds of resources. 
The measures approved by the author, some of which are set forth above 
as his constructive program, are said to have this effect; those excluded 
are said not to have it. 

It will be recognized by many, of course, that most of this analytical 
and conceptual apparatus belongs to the equipment used by Dr. Mar- 
shall; Professor Pigou takes it for granted that the trained economist, 
at least, will understand it all beforehand, and so he takes no particular 
pains to explain it. I am obliged to confess that I do not understand 
what it all means, even after I have formulated its essentials with that 
trouble which I resentfully believe the author should have saved me. 
I cannot, in the first place, conceive of any unit in which land, machines, 
waiting, routine labor, invention, supervision, uncertainty-bearing, and 
the like, might be measured, in order, first, that the count may be made 
of all the units of all of them, and a quantum of resources arrived at, 
and in order, secondly, that we may tell whether the marginal net product 
of a unit of one of them is, or is not, equivalent to the marginal net 
product of a unit of another. The “pound’s worth” is not a technical 
unit. In the second place, I cannot see how it is possible to conceive of 
the (separate) product of a unit of one factor—say labor—comparable 
with the (separate) product of another factor—say “non-labor’”’—which 
we must do if we are to affirm an equality among marginal (technical) 
productivities. For we never find a factor “producing” in isolation; 
all we can really observe, and all that I can even conceive, is that 
all the resources “produced” all the product. We cannot affirm that 
all products are so homogeneous that any (technical) unit can be ap- 
plied to all of them. 

When both resources and product are “measured” in value units, 
however, the whole (net-productivity) proposition amounts to saying 
that all prices, including all kinds of wages for all kinds of labor, and 
pseudo-prices for all uncertainty-bearing, and all kinds of hires for all 
kinds of instrumental goods, and all prices for all kinds of commodities, 
bear relationships to one another in some sort of interdependent price- 
system. Determinants, within this system, are, on the one side, of a 
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technical nature, for substitution is here and there possible, elsewhere 
impossible, and, on the other side, of an economic nature, for the prices 
through which the relationships subsist are themselves dependent on the 
stocks (and supplies) of the various resources, and on the demands for 
them and for their products. That there is interdependence subsisting 
among the various elements in the price-system, and that it is of a certain 
nature, can, I think, be better set forth without reference to “the 
question-begging term productivity.” And, when finally set forth, it 
throws no light upon the question whether the existing order, or any 
other proposed order, or distribution of resources, tends to “maximize 
welfare’; it shows only that the price-system, in order to be internally 
harmonious, must cohere in a certain way. That it is itself consistent 
with any tenable ideal of social progress, or welfare, remains to be proved, 
still more that it is consistent with every tenable ideal, as anyone under- 
taking the author’s task is practically obliged to assume. The ideal 
Professor Pigou does assume, apparently, wedded as he is to the concept 
of “satisfactions,” of which prices are supposed to be an index, is some- 
thing like this: “satisfactions” should be maximized, and the way to 
do it is to carry so far as practicable the supplying of existing potential 
demands—historical in their origin—and to effect a distribution that 
corresponds with the temperamental (and acquired) capacity of indi- 
viduals for the enjoyment of “satisfactions.’”? Such an ideal, I think, 
cripples his analysis at every fundamental point. The formal accept ‘nce 
of human personality, or character, of which the instructed social con- 
science is the only ultimate judge, as the central conception of the ideal 
now most tenable, would have gone a long way toward helping the author 
to make his analysis and test his program. Oniy here and there, in fact, 
and somewhat as an afterthought, does he allow this notion to raise 
its head.3 

In the final sixth of the book, which stands somewhat apart, the 
author discusses what he calls “The Variability of the National Divi- 
dend.” Its practical purpose is to throw light on the ways in which 
both the money income and the “real income” of the representative 
wage-earner may be steadied. Except for an excellent chapter on 
(social) insurance, and a much less effective one on public and philan- 
thropic control of the (variable) demand for certain kinds of labor, this 
part of the book cannot be called very successful. Both the chapters 
mentioned, it seems to me, would have been quite as strong if they stood 


* Professor Davenport’s expression. See his Economics of Enterprise. 
2 Cf. pp. 48, 49, and elsewhere. 3 For example, pp. 7, 28, 53, 345, 358, 362. 
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alone. The author concludes,’ after an involved inquiry, that crises and 
depressions are probably caused mainly by variations in the bounty of 
nature, that is, in the crops, together with the mistakes business men 
are prone to make with regard to such demands as vary with the crops, 
The positive suggestions made are few and not novel—witness a deliber- 
ate subscription to some such scheme as that of Professor Fisher for 
steadying general prices,? and to the suggestion that the government 
publish every month information about “construction under contract,’’ 
both of which have been rather more effectively defended by other lines 
of argument than that employed here. Nowhere else in the book, in 
my opinion, does the labored attempt to make the national dividend the 
leading idea work out in such an unfruitful manner. 

There are, in my judgment, about twelve selections from the book 
that might profitably be consulted by any advanced student of theory: 
the exact meaning of the “national dividend”’ (pp. 18-20); construction 
of an index number (pp. 35-51); the law of diminishing productivity 
(pp. 80-81); note on uncertainty-bearing (pp. 95-103); capital and 
uncertainty-bearing (pp. 130-34); a theoretical basis for special taxes 
on industries of diminishing returns and for bounties to industries of 
increasing returns (pp. 172-79); the conditions of highly elastic demand 
(after Marshall) (pp. 186-89); the special (monopoly) case of railway 
rates (pp. 215-36); elasticity of the demand for labor (pp. 321-25); the 
meaning of a “national minimum” (pp. 394-95); the elasticity of the 
“‘supply”’ of money (pp. 426-32); sources of error in business forecasts 
(pp. 455-66). I know of few things better on any of these topics, and 
one of them—relating to industries of increasing and industries of dimin- 
ishing returns—is as original as it is obscure; it has been translated and 
criticized by Professor Young in an earlier review of this book.* 

Those who live long enough with Wealth and Welfare to enable them 
to mature their judgment of its real significance are likely to find them- 
selves disappointed in it. This is not because of any superficiality in the 
author’s grasp of orthodox principles of theory, for he knows these; nor 
because of slips in his logic, for these are negligible; nor because of its 
severity and abstruseness, for its motive is unmistakably “practical.” 
What seems its real lack, which leaves it on the whole scholastic, is 
orientation. It lacks orientation on the scientific side, because it shows 
but slender traces of the influence of modern psychology and social 
ethics; witness the inadequate ard individualistic identification of 

* Pp. 474-75. ? Pp. 438, 464. 3 P. 457. 

4In the Quarterly Journal of Economics, XXVII, August, 1913, 672-86. 
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“satisfactions” with welfare. It lacks orientation on the practical side, 
because it shows little of that quality of shrewd and balanced judgment 
such as comes from responsible participation in affairs, either in person 
or through intimate association with men of business and public admin- 
istration. One could infer with some confidence, from the author’s 
treatment, that he has probably never tried to “‘make money” himself, 
or help anybody eise make any, that he has probably never held adminis- 
trative posts himself, and that his conversational acquaintance with 
business men and administrators is not fruitful. This is, of course, only 
another way of saying that he has not emancipated himself from the 
scholastic tradition—as most of us, perhaps, who aspire to economic 
theory have not yet succeeded in doing. Surely it is only by keeping 
abreast of the thought and action of one’s time, and that largely through 
intimate association with his scientific colleagues in other lines, and with 
_ men of business and public affairs, that a theorist can tell just what are 

the important and timely questions to ask himself, as a specialist, and 
can acquire the “wisdom” necessary to pass the right judgment on the 
quality of his answers. 

For his insight into the need for more unity than economic science 
has yet been able to achieve, and for his courageous attempt to achieve 
it by reference on the one side to practical social need, and on the other 
to the “master concept”’ of the national dividend, the author enlists my 
sincere admiration. It is a splendid thing to essay so great a task, 
refusing to be deterred by one’s handicaps. If, as in the present case, 
the handicaps are rather serious, they are fortunately not all of an 
irremediable kind. We may cherish the hope that Professor Pigou will 
gradually overcome them in his later work; he is only thirty-seven, and 
no post could be more inspiring than the one so long held by Professor 
Alfrea Marshall. But I do not think the national dividend will turn 
out to be the “master concept’’; this book measurably proves as much. 

Cart E. Parry 

Onto STATE UNIVERSITY 


La concorrenza. Sistema e critica dei sistemi. By EMANUELE 
SELLA. Vol. I. Turin: Fratelli Bocca, 1915. 8vo, pp. xvi 


+503. L. ro. 
The present volume is but the first part of a larger work which Pro- 
fessor Sella has in mind, and well in hand, to be completed in three parts, 
one volume to each part. Part I, having something like an independent 
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unity, is advanced to publication now as Vol. I, because the author 
believes that “this is not the time to be completing scientific treatises, 
when, at any hour, other and more serious duties to the nation and to 
European civilization itself may claim the energies of every Italian 
citizen.”” As one may judge by references here and there and by some 
general intimations of what is to come, the first volume is quite different 
in character from the other two. Part II is to treat of competition and 
the fundamentals of economic policy; Part III will treat of the theory 
of exchange. Both will discuss substantive economic doctrine: this first 
part is rather a discussion of premises and methods of social science. 

Although any criticism of the entire work would be premature now, 
yet some knowledge of its purpose and spirit will afford a needed help 
toward an understanding of what may be taken as the introductory part. 
The author considers himself a developer of the work of the historical 
school, of Roscher, Cliffe Leslie, Schmoller, and the rest (p. 478); but 
he does not disparage the orthodox economics, as do some members of 
the historical school. He has words of qualified commendation for the 
classical economists, as for men who have done a necessary work of 
preparation (p. 499) and given a point of departure for subsequent 
progress (p. 52, n. 2). But the old economics has been defective. It 
has been too much an economic statics (p. vii). It has neglected (p. 52) 
or missed (p. 500) reality, by limiting itself too closely to the “economic 
man,” an individual acting from motives of pleasure and pain (pp. 345- 
47). There are non-hedonistic motives (p. 157); and there are uncon- 
scious purposes and motives (pp. 118, 139). There are evolutionary 
tendencies of social organisms (pp. 118, 125, 304), “‘economico-functional 
competitions” of society, processes by which one of several possible 
adjustments of the elements of a social composite comes to prevail 
(p. 454); and these deep, perhaps unconscious movements of social 
change are the proper objects of economic science’ (pp. 72, 139). 

The particular purpose of the present part is declared on its first page. 
It is to explain the exact meaning of competition and to make clear its 
postulates and its uses and limitations as an instrument of logic in the 
development of scientific doctrine (p. iii); and to this purpose the author 

t “By purpose may be understood objectively the condition or position toward 
which the organism tends, consciously or unconsiously” (p. 304). “‘The study of 
elective and selective processes is for the organisms of society analogous to the study 
of tropisms in biology. If the cells, tissues, organs could speak and formulate prin- 
ciples, we should have a hedonistic theory of their ‘action.’ As it is, we have a func- 
tional theory, with which the hedonistic opinion of these elements has nothing to do” 
(p. 372). The character of the work as a whole is shown most clearly at pp. 499-500. 
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adheres throughout. He believes that competition has been understood 
in too narrow a meaning, ‘“‘almost exclusively for the purposes of the 
theory of value” (p. vii), that the concept has been uncertain (p. 4) or 
confused (p. 19), and that some economists have feared to attempt a 
definition (p. 61). Accordingly, he reviews briefly many writers in 
economics, in order to determine and weigh their implications and 
declarations and prepare the way for his own definition: ‘the situation 
when there is a class of active elements each seeking to attain a definite 
end to the exclusion of the others, whatever the characteristics of these 
elements” (p. 144). Then follow elaborate analyses and brief discussions 
of the conditions, forms, aspects, degrees, modes, directions, modifica- 
tions, combinations, successions, limitations, and results of competition, 
whether elementary or total. Such, in brief, is the special scope of the 
volume. 

Of the highly abstract character of the expositions the definition of 
competition is but an illustration. So it runs throughout. ‘The 
organisms under consideration may purpose at a given time to seek a 
chronological series of successive objects, which may be qualitative or 
quantitative” (p. 402). “Functional substitution may produce: 
(1) the death or destruction of the vanquished rivals; (2) their expulsion 
alternatively or cumulatively, (a) from the place, (6) from the function” 
(p. 192). Not often are the concrete facts of life cited, even in illustra- 
tions. Moreover, a still higher degree of abstraction, or a generalized 
formalism of exposition, is of frequent recurrence. ‘“‘Let the fundamental 
doctrines of economics be A, B,C, . . . . Let each of these rest upon a 
given number of premises. For A let these be a, b, c, for B, b, d, e; for 
C, b, f, g” (pp. 8-9). “Suppose an organism A. Suppose that this 
organism assumes the successive forms following: A°, A’, A?, A3,....A™” 
Suppose new conditions, B, introduced now. We shall have a relation 
to be written (A, B). Hence: A°, A’s, A%, A%, ....A%. That is, 
every condition of A will have been modified by B” (pp. 306-7). This 
certainly is not economics. Perhaps it is sociology. It is more like 
formal logic. 

So far as the volume is substantive social science of any sort, it must 
be sociology. The competition which the author defines and discusses 
is not restricted to economic relations. It appears in party politics 
(p. 190), in fashion as a means of feminine rivalry (p. 105), in the struggles 
of nations (p. 411), in the extravagant expenditures of social pretense 
(p. 475), in scholastic competitions (p. 221), in the investigations of 
scientists (p. 138), and in other relations, even in the conflicts of emotions 
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and motives (p. 107). And when an author discusses such subjects 
chiefly in metaphorical language, by marked preference in psychological 
and biological metaphors, and with a free use of terms of fresh mintage, 
he is a sociologist. Professor Sella is well toward the van of the sociolo- 
gists. His known penchant for biological metaphors or analogies is much 
in evidence again. His book abounds with strange terms: ‘economico- 
functional competition,’ ‘“economico-morphological,’”’ ‘morphological 
dynamism,” “pseudo-potential,” and a great many more. He even 
makes a declaration of terminological independence which probably can- 
not be matched in the history of science. “I give notice that, when 
presenting my thought, I feel bound only by the terminology which I 
have announced and premised, and, therefore, not by that of the classi- 
cists, not by that of the hedonistic economists, not by that of the mathe- 
matical economists, not by that of the philosophers, or the jurists, or the 
biologists” (p. xi). 

In view of the unmistakably sociological character of the present 
volume, and in view of the author’s very extensive reading in economics, 
philosophy, literature, and science, it is interesting to note that he gives 
but little evidence of familiarity with writers in sociology. Among those 
whom he does cite briefly he attends rather more closely to those whose 
sociology is in the realm of tangible and accessible reality, as Maine, 
Spencer, Westermarck, and Ratzel. The greater number of those whose 
subjects, points of view, and methods of treatment are more like his own 
are neglected. Novicow and Tarde are, indeed, mentioned once or twice, 
as is Comte; and one magazine article by Professor Giddings is cited. 
But there is no indication that Professor Sella has been guided by such 
men as Bagehot, De Greef, Gumplowicz, Le Bon, Schiffle, Simmel, 
Small, Ward, Worms. His guidance, his data, and inspirations have 
been derived almost wholly from the economists, from their books or 
chapters on competition and related topics. 

Of the objective study of reality, so highly commended as the proper 
work of the economist, there is none in the present volume. It is not 
at all a study of competition operating in society: it is rather a study of 
the psychology, logic, and metaphysics of competition. Of positive and 
concrete reality there are but the rarest hints. There is a great deal 
about analyses, criteria, purposes as causes, the subjective and the 
objective, and logical processes and discrimination. “Processes of logical 
elimination of structural stigmata implied in the hypotheses of competi- 
tion,” “competition as criterion of logical distinction in the economists,”’ 
“competition and the hierarchy of social organisms,” “analysis of the 
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morphological relations of competition”: these and similar headings 
indicate the nature of the discussions. 

As best one can judge without a closer and more laborious pondering 
and comparison of novel expressions than the apparent importance of 
the thought demands, the analyses, discriminations, subordinations, and 
co-ordinations of which the volume so largely consists are made generally 
with skill and consistency. No independently thoughtful reader will 
have exactly Professor Sella’s point of view everywhere throughout so 
large a volume; none, therefore, will judge the work wholly free from 
defects. Since a mutuality of relations or influences is essential to com- 
petition, in the common usage of the term as in Professor Sella’s (pp. 81, 
85), the propriety of recognizing a competition between the living and 
the dead is open to question (pp. 85-86). The author himself does not 
feel quite comfortably sure of his biologico-economico-functional prin- 
ciple that “the internal characteristic [of the organism] is fixity 
Every organism inherits itself every moment. The new necessities of 
the environment determine the adjustment . . . .” (p. 305). The non- 
sociological economist will have difficulty in finding a point of view from 
which it will appear that “ there is not an irreconcilable difference between 
the English school and that of List” (p. 31). Are political economy and 
economic policy to be looked upon as but two aspects of the same science 
(p. 31)? Is economic policy a science? or an art? Confidence in the 
socialists’ opposition to a European war (p. 208, note) was not well 
grounded. And in the early parts of chap. iii, particularly in sec. 2, on 
the economico-political aspects of competition, there is a wider departure 
from logical consistency of analysis than can be excused by the 
declaration that no consistent principle of classification is possible 
(p. 190). 

But, on the whole, the volume is a monument to the author’s learn- 
ing. There are scholarly digressions on several topics, on the origin of 
the phrase /aissez-faire (pp. 23-25, note); on the Jews as a social element 
(pp. 113-16); on the extent of pleasurable labor (pp. 272-76); and one 
of great interest to economists, in which a very definite development and 
application of the principle of marginal utility is traced in a work of 
Gioia’s which escaped Cossa’s knowledge and which antedates by twenty 
years the earliest of the writers to whom the origin of the principle has 
been credited' (p. 89, note). Indeed, one is tempted at times to pro- 
nounce the book heavy with erudition. None would have been conscious 


t Del merito e delle ricompense. Professor Sella cites an edition of 1839; but the 
book appeared in 1818. 
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of a lack if there had been no examination of the relations of the phenome- 
nal and the real in the thought of Descartes, Hobbes, Spinoza, Berkeley, 
and Kant (p. 87, note); nor was it necessary to illustrate the concept of 
the unity of society in the philosophers, statesmen, and poets of the ages 
(p. 109, note). But be that as it may: the book is a product of ripe 
scholarship. The world’s literature is drawn upon from Aristophanes 
and Virgil, through Dante and Shakespeare, to Roosevelt, Bellamy, 
Lafcadio Hearn, and the “Atlantic Magazine.” There are evidences of 
acquaintance with the range of philosophical thought from Plato, through 
the great masters, Descartes, Spinoza, Berkeley, Kant, Fichte, Hegel, 
Schopenhauer, to Eucken, Bergson, and the Hibbert Journal. 

Most economists will not find the book as a whole very useful; 
although any economist would be interested in some of the digressions 
from the central theme and in some of the discussions which are strictly 
relevant, as that of curves of utility and their critical points (p. 491). 
American sociologists should welcome the book and enjoy it throughout. 
Its general likeness to their own is real. And the author’s considerable 
independence of their sources and guides should stimulate in them a 
peculiar interest. Moreover, every such writing as this of Professor 
Sella’s must kindle or continue a feeling of tenderly sympathetic and 
patient expectancy, avuncular if not parental, in any social scientist who 
remembers De Greef’s declaration in the first part of his Introduction a 


la sociologie: “L’explication de la sociologie par la biologie et la psy- 
chologie est la derniére période d’enfantement de la plus complexe des 
sciences.” 


WILLARD C. FISHER 
MIDDLETOWN, CONN. 


Studies in the Marketing of Farm Products. By L. D. H. WELD and 
STUDENTS IN AGRICULTURAL Economics. University of 
Minnesota Studies in the Social Sciences, No. 4. Minneapolis: 
Bulletin of the University of Minnesota. February, 1915. 
Pp. 113. 

Every serious student of the problem of agricultural marketing 
methods should welcome this substantial contribution to the somewhat 
scanty literature of the subject. Seven of the papers contained in this 
volume are fairly detailed studies of its various phases as it presents itself 
in connection with the marketing of live stock, potatoes, poultry, milk, 
and other products in Minnesota, and of grain in Western Canada. 
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As an introduction to these, there is a reprint of Professor Weld’s ad- 
mirable paper on “‘ Market Distribution,” delivered at the last meeting 
of the American Economic Association. 

Anyone who is interested in the teaching of agricultural economics 
or in the progress of research in this field finds in these pages an illuminat- 
ing record of what one great agricultural state is doing through the agency 
of its state university toward the understanding of its marketing prob- 
lems. There appear to be two ways of attacking those important prob- 
lems of marketing which are just beginning to come into their own in 
our discussions. One is by taking a priori theories of selling organiza- 
tion and attempting to apply them to any and all concrete situations. 
The other consists in studying local conditions and existing arrangements 
in the light of all the wisdom that we have drawn from other economic 
labors, in the belief that only so can we get an adequate appreciation 
of the needs and possibilities, and evolve practicable plans for readjust- 
ment. That Professor Weld adheres to the latter view is evident from 
his observation that “it is not only a matter of collecting vast amounts 
of empirical data; it is also a matter of solving intricate problems, and 
most of these problems require a good sound knowledge of economics for 
their solution The great need is to get down to the fundamental 
principles underlying the subject of market distribution.” 

This note runs through all the papers which follow. They are not 
mere masses of descriptive material, but each, after laying an adequate 
foundation of carefully collected facts, seeks to interpret these data in 
terms of price results, reasons for observed changes in organization, or 
defects of existing arrangements. Their freedom to defend what is 
good as well as denounce what appears bad is entirely in accord with 
Professor Weld’s contention that what we need is sane and searching 
examination of the system rather than indiscriminate condemnation. 

The various students who participated in this work were of different 
degrees of maturity and training, and allowance for this fact is to be 
made in judging the different contributions. Mr. Warner’s discussion of 
the difference in value of different cuts from a beef carcass and of the 
problems of price-making arising therefrom is suggestive, and his analysis 
of the costs of conducting a retail butcher shop might well become the 
basis of a separate study. His remark that “to a large extent, at least, 
the market is subject to the law of supply and demand” causes one to 
wonder what were the exceptions which he had in mind. Mr. Jesness’ 
discussion in the paragraph entitled “‘When Co-operation Is Needed’”’ 
is to be commended, but his praise of the Long Island Potato Exchange 
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and the Aroostook Potato Growers’ Association was obviously written 
before the former organization (which by the way was not a truly co- 
operative association) failed and went to pieces, and before the latter 
was indicted by a federal grand jury on a charge of conspiracy to violate 
the Sherman Anti-trust act. 

The different papers contain price tables of considerable interest, and 
numerous charts and two illustrations materially supplement the text. 
As a matter of the mere mechanics of chart-making, however, it may be 
suggested that the close cross-sectioning and light lining of the diagrams 
on pp. 31 and 32 render them almost illegible. Also the chart on p. 70 
would tell its story much more vividly if it had been so drawn as to run 
from August to August instead of being made on the basis of the calendar 
year. Itseemsalso that an error has slipped into the calculation on p. 72, 
following Table IV. I should differ from Mr. Thompson’s conclusion 
that the farmer receives 45.5 per cent of the selling price of his poultry. 
In that computation no allowance was made for shrinkage, as shown in 
the table which precedes, and upon which it is supposed to be based. 
Thus a five-pound chicken, which pays the producer 45.5 cents, dresses 
approximately four and one-half pounds, sells for 89 cents, and yields 
51.1 per cent of its retail price to the grower. 

It is to be hoped that this volume will be followed in due season by 
other studies of a similar sort. Much may be hoped from intensively 


cultivating the local field and extensively reaching out to show the rela- 
tionships of Minnesota markets with the various markets with which 


they have contact. 


E. G. Nourse 


UNIVERSITY OF CHICAGO 


The Panama Canal and International Trade Competition. By 
Lincotn Hutcutnson. New York: Macmillan, 1915. 8vo, 


pp. x+283. $1.75 net. 

A good book on a live topic by a recognized authority is the best way 
to describe this volume. Its object is to show the probable commercial 
influences of the Canal, by presenting the basic forces and tendencies 
which must affect the trade of the areas concerned. This is accomplished 
by a discussion of seven main topics: the influence of the Canal on ship- 
ping routes; trade conditions in the Pacific countries; trade conditions 
in the Atlantic countries; important aspects of recent trade movement; 
classes of exports to the Pacific countries; important details about each 
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class of these exports; and details of imports from the Pacific countries. 
A final chapter presents the author’s conclusions as to the effects of the 
Canal on trade competition in the Pacific markets, particularly as it will 
concern the United States. There are: an appendix, with tables to 
supplement the discussion of routes; a map of main ocean routes; and 
an elaborate index, covering 20 pages and making the book very useful 
for quick reference. 

The book is not intended for light reading, but is literally jammed 
with facts and figures for serious consideration. Thus the elaborate 
tables, showing the details of trade between the Pacific countries and the 
great trade competitors, United States, United Kingdom, Germany, and 
France, are well worth the most careful study for the sake of the trade 
tendencies which they reveal. In fact, as a source of information about 
the trade of Pacific regions this book stands alone—is incomparably 
superior to any other. 

Among the notable conclusions to be drawn from facts presented are: 
that in Southeastern Asia little expansion of United States trade is likely 
to result directly from the opening of the Canal route; that United States 
textiles probably will not figure much more prominently than now in 
most of the Pacific markets; that the development of transportation 
facilities in Pacific countries represents one of the greatest prospects for 
investing capital and furnishing materials from the United States. 
Obviously items of this sort—and the book is full of them—are invalu- 
able to every trader. The sane point of view, the simple presentation, 
and the thorough analysis of facts throughout leave only the most trivial 
points to which exception might be taken. 

Everyone interested in trade expansion will find the book indispen- 
sable to a thorough understanding of Pacific commerce and of what the 
Canal means to the different countries interested. 

WALTER S. TOWER 

UNIVERSITY OF CHICAGO 





The Public Schools and Women in Office Service. By the Department 
of Research, Women’s Educational and Industrial Union, Boston 
Massachusetts. Prepared under the direction of May ALLINSON. 
Boston, 1914. 8vo, pp. xv+187. $0.80 net. 

The Commission on National Aid to Vocational Education, reporting in 

1914, recommended that more definite research be done to supply informa- 

tion needed in the training of commercial workers. In response to that 
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recommendation this book was compiled that the social, economic, and busi- 
ness conditions confronting the public high school might be clear to the 
educators who must solve the problem of commercial education in the public 
schools. 

The need for commercial education was recognized by the establishment 
of business colleges before the middle of the last century. Since 1870 the 
growth in the number of such institutions has been rapid, but it was not until 
about 1894 that the public schools assumed any considerable proportion of the 
work by introducing commercial courses. In the meantime, women have been 
taking a larger and larger place in business life and claiming as their own 
certain branches of office work. The necessity for giving them an adequate 
training is apparent, both for their own sake and for the sake of the industry 
they enter. The chief difficulty in the situation today is due to the fact that 
training was well under way before vocational guidance developed. 

The investigation conducted by the Women’s Educational and Industrial 
Union sought information with regard to schools, kinds of office service, wages, 
and the home life of the workers. Its conclusions emphasized the following 
facts: Adequate training must include four years of work and should furnish 
vocational guidance and office experience in conjunction with the school work. 
The purpose of this training should be the acquisition of as broad an education 
and as thorough a technical training as possible. Further, the demand from 
the employers for business sense, general intelligence, and personality in the 
workers must be recognized. The school must have the responsibility of 
supervision of graduates, and it must be well acquainted with employers and 
the needs and demands of office work. Since wages are the expression of the 
educational equipment of the worker in a rough sort of way, an adequate 
education added to years of experience is the basis for success and advance- 
ment. 

The report is appreciative of the work already being done in commercial 
education, and is moderate in its recommendations for the future. As indic- 
ative of the practical value of its work, it is interesting to know that many of 
the ideas suggested in the investigation have already been utilized in the 
recently established Clerical School of Boston. The book itself shows some- 
thing of the defects incident to a compilation by several authors, in its repeti- 
tion and lack of proportion. 


The Audacious War. By CLARENCE W. Barron. Boston: Houghton 

Mifflin Co., 1915. 8vo, pp. xiv+192. $1.00. 

According to this work from the pen of the publisher of the Wall Street 
Journal, the immediate causes of the war are directly connected with com- 
mercial treaties, protective tariffs, and economic development. The author 
has made a personal study of conditions in Europe and is well qualified to 
discuss the financial and commercial aspects of the present struggle. 
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Germany’s militarism is explained as being the natural outcome of her 
commercial policy. Her progress is due to her tariffs and commercial treaties. 
Her armies, her arms, and her armaments are the means for supporting her 
policy and continuing her progress. The commercial treaties wrested from 
France in 1871 were of greater value to Germany than was the billion dollars 
of war indemnity. Russia also has been suffering under the burden of the 
commercial treaties which Germany forced upon her while she was engaged 
in war with Japan. 

Further causes for international rivalry are found in “the greatest com- 
mercial prizes in the world: the shores of the Mediterranean, Asia Minor, with 
its Bagdad Railroad headed for the Persian Gulf, Mesopotamia with its great 
oil-fields, undeveloped and a source of power for the re-creation of Palestine 
and all the lands between the Mediterranean, the Indian Ocean, and Asia.” 

The presentation of the financial side of the war is of especial interest. 
Figures are included to show the cost of the conflict in both money and men. 
The financial problems of the warring nations are dealt with separately, and 
the different methods of financing adopted are described and compared. Mr. 
Barron has made a valuable contribution to the war literature by treating in 
an able manner a phase of the question that has before received limited con- 
sideration. 

In regard to the outcome of the struggle, the writer’s optimism appears 
in his belief that the sacrifice in humanity will be repaid by the realization of 
a greater future. To those who hope for disarmament as a means of securing 
world-peace, it will be encouraging to note the prediction that “after this war 
and a settlement of the Mexican situation, warships will be for sale at fifty 
cents on the dollar. Germany will have no navy of consequence, and England 
will reduce her present navy by at least one-half, since her expansion of late 
years has been forced entirely by Germany” (p. 129). 


Agricultural Credit in Ireland. Report of the Department of Agriculture 
and Technical Instruction for Ireland. London: T. Fisher Unwin, 
1914. 4to, pp. xvi+407. 4s. 8d. 

The subject of rural credits is attracting world-wide attention at present, 
and Ireland is among those countries which feel a pressing necessity for the 
establishment of credit facilities adapted to their agricultural communities. 
Large land areas are passing into the hands of the peasant proprietary, and the 
adoption of an efficient system of credit is patent to the success of the land 
movement. The governmental committee, appointed in 1912, has in this 
report given thoroughly the salient facts of present and past credit operations 
in the rural districts of Ireland; nothing has been omitted of a historical or 
descriptive nature that might throw light on the subject, and in addition most 
of the Continental systems have been reviewed and considerable attention 
given to rural conditions abroad. 
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In the opinion of the committee the loan systems in force in Ireland were 
in most features unsuited to the credit needs of agriculture. The joint stock 
banks were unable to furnish the demands of the farmers; private money- 
lenders were ruinous and the rural credit societies inadequate and mismanaged. 

A large portion of the report is devoted to the subject of co-operative 
credit with a view to emphasizing the special needs of small farmers. Recom- 
mendations were made regarding the reorganization of existing societies along 
the line of co-operative share-capital institutions with limited liabilities and 
under state supervision; and it was also urged that the state refrain from grant- 
ing loans because of the discouragement to the thrift of borrowing societies, as 
witnessed by past experiences. Special attention is given to the question of 
long-term loans and the practice of mortgaging lands in Ireland. The informa- 
tion given is very valuable from a statistical standpoint. The establishment 
of long-term credit institutions on Landschaften lines may become a necessity 
if existing systems cannot be revised. Elaborate as is the report, its extensive 
information is made easily available by means of paragraph headings, side 
notes, and summaries. It is a very valuable document. 


Kapital und Kapitalzins. Erste Abteilung. Geschichte und Kritik 
der Kapitalzinstheorien. By EUGEN von BOHM-BAWERK. 3d ed. 
Innsbruck: Die Wagner’sche Universitits-Buchhandlung, 1914. 


8vo, pp. xxxv+747. M. 18. 

The third edition of Geschichte und Kritik der Kapitalzinstheorien issued 
only a very short while before the author’s death, has not made extensive 
changes in the book as revised for the second edition in 1900. Several 
new pages discuss Dr. H. Oswalt’s theory of interest, but aside from that 
and from other briefer interpolations, comments on recent developments have 
been confined to the notes. The author observes that he has had no desire 
to make of his historical critique a mere chronicle. 


Problems of Community Life. By SEBA ELpripcE. New York: Thomas 
Y. Crowell Co., 1915. Crown 8vo, pp. ix+180. $1.00. 

This is a social survey of a great urban community, showing not so much 
what has been done as what remains to do. In outline form it presents the 
complexities of sixty distinct problems which, although referring particularly 
to New York, are more or less common to all large cities. As a revelation of 
the stupendous task awaiting workers and of the possibilities lying in co- 
ordinated and rightly directed efforts, this compilation is exceedingly valuable. 
It should serve a good purpose as a textbook for students in universities and in 
the field. 











